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FOREWORD

The accelerating rate of urbanization in the developing coun-
tries has created enormous demands for land. United Nations pop-
ulation estimates indicate .that urban centers in the developing
countries will add an average of approximately 118,000 persons
per day between 1970 and 2000; the equivalent of a new city of
1.6 million every fortnight.* 1In the face of this growth pressure
the competition for urban land is driving up prices at alarming
rates fueling land speculation, distorting urban development pat-
terns, frustrating the public interest, and denying access to
secure land tenure for the majority of the urban population who
have low incomes.

This issue of the Ideas and Methods Exchange Series examines
this crisis in urban land from the perspective of one instrument
available to the public sector -- the Land Development Agency
(LDA) -- through which the public interest can be represented in
the urban land market. The IME is not intended to be an exhaus-
tive study of world experience with LDAs, but rather a basic
review of the key issues of concern and the preparation of recom-
mendations and guidelines for the establishment and administra-
tion of LDAs. 1Its purpose is to stimulate interested persons to
undertake further studies leading to the improvement of LDAs in
the developing countries.

The concept of the LDA in its various forms goes back more
than a 100 years. Many of the developing countries inherited
the LDA format from their previous colonial rulers and continue
to operate them in much the same way in spite of great changes
in the scale of development requirements, the objectives of a
free nation, and the limitations in management and capital re-
sources. It is hoped that this IME will contribute to the re-
thinking of the purposes and operating methods of LDAs in order
to encourage their growth and usefulness in responding to the
urban land crisis.

The authors, Alfred P. Van Huyck, President of PADCO, Inc.
and Milton Kaplan, Professor of Law at the State University of
New York at Buffalo, share a common concern with LDAs dating back

*Growth of the World's Urban and Rural Populations, United
Nations Department of Economic and Social Affairs, 1969, p.71,
(calculated from Table 36).




to their assignment with the Ford Foundation working with the
Calcutta Metropolitan Planning Organisation in India in 1963-

1967. More recently they have been associated with the Karachi
Development Authority, Pakistan working on a PADCO contract
financed by the United Nations Development Program for the pre-
paration of a comprehensive development plan for that major
metropolitan center. In this IME they draw upon these experiences,
their field observations in other countries, and various secondary
source materials to prepare their recommendations for establishing
and administering LDAs.
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INTRODUCTION

The starting point of all urban development is the land.
Land is essential for siting the industry and commerce which will
provide the jobs; the housing to provide shelter for the workers;
the community facilities and open space to make the urban environ-
ment livable. Yet the provision of adequate urban land remains
one of the most complex and unresolved bottlenecks in the entire
development process.

The root cause of the land problem rests in the ancient con-
cept of land as private property. All over the world, with few
exceptions such as Tanzania and Communist China, land is for the
most part in private ownership. From this basic fact stems the
growing conflict between private rights and the public interest.
The results of the private land market are clear. For most cities
land speculation is the biggest game in town. Phenomenal rates
of land value increase have been reported ranging from 10 percent
per year to 25 and even 30 percent in many urban centers. Land
speculation causes aberrations throughout the urban development
process. It causes the spread of cities through the process of
leaping over land tracts held out of the market for speculation.
It causes uncontrolled growth and raises the costs to the public
sector for the eventual installation of utilities and services.
Premature subdivision creates difficulties for land assembly. It
sets the short-term interest of the developer against the long-
term interest of the public. 1In the process it effectively shuts
out the low income family from land ownership, thereby giving
rise to squatting.

It is not the point of the IME to recommend the nationali-
zation of land as was done in Tanzania and has been recommended
by various experts. There is much to recommend such a drastic
step in theory, but in practice there is little likelihood that
most political systems could withstand such a move without enor-
mous ramifications in all other sectors because of the uncertainty
such a step would cause. Even in Tanzania, which did nationalize
the land, the government still must pay compensation for all
agricultural crops and improvements when it institutes a change
of land use. This has nearly the same effect as the more tradi-
tional use of eminent domain, but it has had the desirable effect
of controlling land prices and limiting speculation for the most
part. Tanzania also is not a typical case in that the level of
urbanization is very low, less than 8 percent of the total popu-
lation, and most land has traditionally been held by tribal
groups on a communal basis.



Nonetheless, stopping short of nationalization of land, the
public sector has a wide variety of instruments available with
which to influence the private land market. Almost without ex-
ception they have failed the challenge. The public sector can
influence the private market primarily through three basic activi-
ties: administrative, taxation, and direct intervention.

Administrative instruments are largely negative controls such
as zoning by-laws, subdivision controls, building by-laws, and
permits and approvals. These techniques suffer from a lack of
administrative capacity in most local governments. There simply
is not the local staff which can undertake the supervision and
implementation of the controls. This results either in extremely
long delays for the individual or forces him to go outside the
official procedure. 1In Nairobi, Kenya the delays in getting pro-
per building permission on a timely basis, in spite of initial
efforts to cooperate, caused private developers in the Mathare
Valley to go ahead without approvals and present the government
with a fait accompli. The result was a much worse plan than might
have been developed with government assistance. In Lahore, Pakis-
tan it is estimated by the Lahore Improvement Trust that four out
of five houses are built without authorization, only about half
of which are of the shanty variety. 1In Tanzania, delays in get-
ting official approvals can run typically for six months and in-
volve more than a dozen different procedural steps for the indi-
vidual.

A major part of the administrative problem is caused by the
continued utilization of procedures left over from colonial days.
The complicated and bureaucratic practices introduced by the
colonial powers were designed to cope with a low level of urban
growth and possibly to frustrate the rural population from attemp-
ting to relocate in cities. These practices, still enforced, are
completely contradictory to the objectives of the new nations and
to their general stated interest in greater social equity.

Under any administrative conditions it is unlikely that
negative controls can contribute importantly to the solution of
urban land problems in the developing countries. Regulatory
measures such as zoning and building by-laws are not responsive
to the real needs of urban development. Zoning officials, with
their inherent bias to segregating land uses, fail to consider
that the vast majority of urban populations are poor and, there-
fore, need to combine commercial, small industrial, and residen-
tial functions in the same neighborhood to minimize overhead
costs, reduce transportation requirements and allow for full
family participation in marginal economic activities. Building
by-laws, though relevant for high standard construction are of
only negative value in regulating the traditional housing of the
poor. Some building codes attempt to differentiate between the
two types of construction, and this is for the better. However,
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any kind of construction requlation affecting the low income popu-
lation will have a negative effect.

Another negative spin-off of elaborate and complicated pro-
cedures for land development is the potential for petty corruption.
When the process involves a vast array of approvals and inspec-
tions it means that corruption can be, and often is, instutional-
ized in the system. 1In every land development agency or govern-
ment regulatory institution there are rumors of corruption and in
many it is openly discussed. The system itself then has a vested
interest in causing delays until illegal payments are made. One
approach to this problem has been instituted in the House Building
Finance Corporation of Pakistan which, under the direction of their
able managing director, has mandated that all files must clear an
individual staff member's desk in two days. The result has been
a great speed up in approvals and the cutting down of time in
which an applicant can be exploited for graft.

The potential for controlling development through taxation
on vacant land has been little utilized. Taxes are generally
levied on the rental value of the property rather than on the
true value and since vacant urban land has little rental value,
it carries little or no tax. This, of course, directly contributes
to land speculation by making the carrying costs of vacant land
very low. 1In Karachi, Pakistan this tax on rental values is even
further frustrated by private agreements between tenants and land-
lords which set a low rent for the housing unit and a high rent
for fixtures such as fans. 1In one case a foreign expert paid an
amount equal to the house rent for his ceiling fans. The Karachi
Development Authority attempts to mitigate against the lack of
taxation on vacant land by charging a non-utilization fee of 3
percent of the plot value, but this has little effect as land
values are going up at rates of 12 to 20 percent per year. The
payment of the additional fee is of little incentive toward de-
velopment. Effective use of taxation power offers a great poten-
tial to insuring timely utilization of appropriate vacant lands
for urban development (and to encourage urban renewal) while at
the same time capturing at least part of the unearned profits of
the land speculator. A serious review of property tax regulations
should be a high priority item for any urban government. Unfor-
tunately, a major change in urban property tax procedures requires
a major political commitment which few governments are willing to
risk.

Direct public intervention in the land market has been under-
taken in most developing countries. The power of eminent domain,
giving the public the right to acquire any property for a public
purpose, is available to most developing countries. The applica-
tion of such powers varies widely from country to country in re-
spect of the definition of "public purpose", procedures, and com-
pensation formulas. All too often the use of eminent domain
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powers is slow and elaborate. The Housing and Land Development
Authority in South Vietnam proposes to develop the Tuy Thiem
Peninsula across the river from Saigon. This land has remained
vacant because it is low lying and poorly connected to the city.
It is clear that its strategic location makes it a key tract in
the future development of Saigon. Squatter pressure is increas-
ing along the periphery of the area. Time is short if the future
development of the Tuy Thiem Peninsula is to be controlled in the
public interest. Yet the government has resorted to a 40 year
old French land acquisition law which makes no reference to urban
development as a "public purpose". As a result the government
faces court proceedings, no acquisition has been able to go for-
ward, and the future of this important project is in doubt. The
situation requires a new land acquisition act, possibly modelled
upon that of Singapore.

Singapore's world reknowned success in massive public parti-
cipation in the urban development process stems in part from an
excellent land acquisition law. One of its noteworthy features
allows the government to acquire land at market value minus any
increase in land value accruing during the preceding seven years
from public land development activities.

The cornerstone of public participation in the land market
is modern legislation which broadly defines public purpose, es-
tablishes a payment formula which is fair by anti-inflationary
and repressive to flagrant land speculation, and has clear and
simple administrative machinery.

Even with a strong eminent domain law, government programs
for extensive ownership of urban land face serious obstacles.
Most often these include inadequate finance and administrative
capacity. As a result public land development is usually con-
fined to specific projects, such as public housing, at a scale
which is not adequate to influence the overall land market. Most
developing countries have experienced widespread difficulty in
executing public land development projects on a timely basis.
In general public authorities have looked upon their land develop-
ment activity not as a business enterprise, but rather as a social
overhead function of government. Nonetheless, it is the premise
of this IME that direct public intervention in the land market
offers the most promising approach to controlling urban develop-
ment, reducing land speculation, and providing access to urban
land to the low income groups.

This IME examines the typology of land development agencies
currently operating in the developing countries. It generalizes
some of the basic issues affecting the use of LDAs. It identifies
some of the planning issues which need to be considered and,
finally, it suggests a legislative configuration for an LDA de-
signed to implement the main concepts of the IME.
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CHAPTER I

THE TYPOLOGY OF EXISTING LDAS

Land Development, for the purposes of this IME, is defined
as the process whereby land, in significant quantities, is assem-
bled and acquired by a public agency, planned, equipped with ap-
propriate infrastructure (roads, facilities, and utilities) and
distributed to public or private users through dedication, sale
or lease.

This definition is important because it distinguishes between
the preparation of raw land for development and the process of con-
struction on the land so prepared. As will be seen in the dis-
cussion below, most LDAs combine the function of land preparation
with construction activities in some form. Secondly, it presup-
poses the development of land in significant quantities in which
the public purpose is to act as a catalyst in the process whereby
raw land is made available for development largely by private en-
terprise, but within the framework of the public interest.

Our research revealed no existing LDA designed for the ex-
clusive role of providing vacant developed land to guide urban
development. However, a number of government agencies have at-
tributes, legal powers, and related functions common to the above
conception of an LDA. These agencies can be grouped into three
basic types: 1) regular government departments with land manage-
ment functions; 2) specialized agencies, such as housing authori-
ties, which have a land development function ancillary to their
basic purpose; and 3) agencies performing a combination of func-
tions.

Agencies for Managing Government Lands

These are normally regular departments of other divisions
of national, state, or provincial governments. They are concern-
ed largely with the management and distribution of public lands
which have not been designated for particular urban uses, and
rarely with the development of land to meet urban social objec—
tives. We take notice of them here because their enabling legis-
lation deals with some important functions of LDAs, such as poli-
cies and procedures for distribution of land for public and pri-
vate consumption.



Agencies Performing a Particular Development
Function or Closely Related Functions

Most of the agencies in this category which have been drawn
upon in constructing our simulated LDA are semi-autonomous, as
distinguished from departments, bureaus, or other divisions of
general purpose governments. Even if not explicitly accorded
corporate status, they ordinarily have many of the attributes of
private corporations. Some of the more familiar special agencies
dedicated to particular objectives are housing corporations or
authorities; public authorities concerned with the development
and provision of water supply, sanitation, drainage services, or
a combination of such services; urban renewal agencies; slum
clearance and rehabilitation agencies; new town development cor-
porations or authorities; and agencies for the resettlement of
refugees.

The Housing and Land Development Agency (HLDA) in South Viet-
nam is an example of a specialized agency with ancillary land
development functions. Its organization is shown in Chart I.

The HLDA is responsible for managing approximately 25,000 dwelling
units throughout the country. It has a staff of approximately 300
persons. The HLDA has had numerous problems caused by uneven
financing and the lack of a workable land expropriation law. 1Its
officers believe they have the capacity to develop 100 hectares

of new urban land each year, but their rate of production falls
short of this goal. Most of their housing developments are des-
ignated for civil servants, but several projects such as the Tanda
housing estate have remained vacant after completion because of
difficulties in getting ministries to make assignments of their
staff to the housing. This is in part the fault of some defects
in the site engineering and site location of the housing coupled
with a general reluctance on the part of residents to pay their
rents. Recommendations for the reorganization of the HLDA, which
are discussed later in this report, were made by a consulting

firm under contract with the Agency for International Development.
These recommendations have not been acted upon as yet because

they are not in conformity with government procedures.l

Agencies Performing a Combination of Functions

Most of the multi-purpose agencies within our frame of refer-
ence are similarly semi-autonomous or corporate, though some sig-
nificant exceptions will be noted. Some of the agencies in this
category have been vested with a full range of responsibilities
for urban development and redevelopment. They are exemplified by

lInterview between officers of the HLDA and Mr. Van Huyck in
February, 1972.



Chart 1

The Organization of the Housing
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Chart 2

Organisational Chart of the K.D.A.
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the improvement trust or development authority varieties inherited
from the British by a number of Asian and African countries.
Typically, the Karachi Development Authority2, a successor to the
Karachi Improvement Trust, is empowered to undertake general en-
vironmental improvement projects; housing, street construction,
redevelopment, drainage, sewage disposal, water supply, and other
health and welfare schemes; and lay out and develop new neighbor-
hoods or communities. The organization is presented in Chart II
which illustrates this mix of functions.

A more modern version, the New York State Urban Development
Corporation, may "acquire, construct, reconstruct, rehabilitate,
improve, alter or repair or provide for the construction, recon-
struction, improvement, alteration or repair of any project," in-
cluding a land use improvement project, a residential project, an
industrial project, a civic project (for educational, cultural,
recreational, community or other civic purposes), or any combin-
ation of these.3

Less comprehensive and sometimes unique combinations of
functions relating to land constitute another subclass. Hawaii's
Board of Land and Natural Resources, the executive entity for the
Department of Land and Natural Resources, is charged not only with
the general administration and distribution of public lands, but
also with the special mission of correcting the Island of Oahu's
shortage of residential land.4 The fundamental purpose for the
creation of Puerto Rico's Land Authority was rural land reform,
yet the Authority has been endowed as well with the power to pro-
vide means for "slum dwellers to acquire parcels of land on which
to build their homes"S.

Summary of Experience

In reviewing the experience of existing LDAs it soon became
obvious that there were no readily available models which express
the central concern of the IME for a vehicle which can success-
fully intervene massively in the land development market and rep-
resent the public interest. Therefore, our review concentrated
primarily on the powers of various agencies in order to provide
precedents for the outline of appropriate enabling legislation
required for the kind of LDA which is recommended.

2Karachi Development Authority Order, 1957 (President's Order
No. 5 of 1957).

3New York State Urban Development Corporation Act, L. 1968,
Ch. 174; McKinney's Unconsolidated Laws, Sec. 6251-85.

4Hawaii Revised Statutes, Ch. 171, Management and Disposition
of Public Lands.

5Land Law of 1941, Laws of Puerto Rico, Ann., Tit. 28, Part 2,
Sec. 241-373.



The various agencies reviewed suffer from common problems
which limit their effectiveness as land development agencies.
These common problems can be listed as follows:

1. They generally have a project by project orientation
rather than a program orientation in which the mechanism is gear-
ed to provide a steady flow of land, housing, renewal, or what-
ever their main focus of interest is. Therefore, with some ex-
ceptions their scale of operations is too small for impact on
central problems.

2. Their sources of finance are often uneven and subject
to the whim of annual appropriations and rarely at a scale suf-
ficient to make a major programming effort.

3. Their planning is limited both internally and externally
in terms of not being linked with major development strategies at
the metropolitan and national scales.

4. Their administrative mechanisms tend to be slow and bog-
ged down through elaborate procedures.

5. They frequently suffer from a lack of full political
support in terms of overall program and too much political inter-
ference in terms of project implementation.

These central issues must be addressed if the LDA is to be
an effective instrument of public policy.



CHAPTER II

SPECIAL ISSUES CONCERNING THE LDA

Many issues can be considered critical in establishing an
LDA. This IME touches on a number of them throughout the text.
In this chapter four special issues are discussed: the justifi-
cation for a single purpose LDA; the link between the LDA and
development planning; land expropriation; and the concept of a
land bank.

Justification for a Single Purpose LDA

Chapter I noted that there are no LDAs solely providing
developed land for various kinds of users in the public and
private sector independent of other development tunctions. The
land development function is therefore subordinate to one or more
other functions of the LDA such as housing construction, etc.

This results in the use of the land development power primarily

to service the other functions of the agency which, in turn, leads
to a project by project approach. Land is acquired when needed
and in relatively small quantities. All agencies with land acqui-
sition powers essentially become individual participants in the
private land market. When this is coupled with the elaborate pro-
cedures and delays encountered in most land acquisition processes
the result is inefficiency, higher costs, and a frustration of the
public purposes for which the land is desired.

When an agency has a primary function for which land develop-
ment is a minor part, the management skill is focused on the major
function, the agency's objectives are limited, and the use of fi-
nancial resources is diffused. Inshort, such agencies are not well
equipped to attach the primary objectives of land development in
the broad perspective of influencing the private land market, cur-
tailing land speculation, and insuring a steady flow of urban land
to all user groups.

The central position of this IME is that a separate LDA solely
responsible for insuring a steady supply of land for urban develop-
ment is needed in many developing countries. Such LDAs will re-
quire their own finance mechanisms, wide powers within which to
operate, and their own management expertise. Land development,
therefore, should be a separate public function and not a subor-
dinate part of other public functions, such as housing construction.



Linkages Between the LDA and Development Planning

If the LDA is to work solely on the preparation of large
land areas for development it will necessarily be brought into
the process of urban physical planning and overall development
planning. Therefore, the role for the LDA must be defined to
provide the basis for coordination and cooperation with other
agencies.

The LDA should have its own land planning capability. It
will require a staff of urban planners, economists, sociologists,
engineers, and architects. These are very much the same skills
.that would be found in a metropolitan planning agency, but the
mission of the two groups should be different. The LDA should
focus its planning efforts on the physical layouts of the land to
be developed supported by necessary social and economic analysis.
It should work within the overall comprehensive planning guide-
lines established by the metropolitan development planning agency.
It might, if appropriate, have membership on the metropolitan
planning agency's policy making senior level, but the technical
staffs should be separate.

The metropolitan planning organization must have a much
broader mission of social and economic planning than would con-
cern the LDA. It would also have responsibility for the planning
of the existing built-up area of the city, the overall transpor-
tation network, utility system, and community facilities. These
responsibilities require that the planning function be related
directly to the highest levels of government to insure the par-
ticipation and cooperation of a wide range of other specialist
agencies.

The metropolitan planning organization should also have the
primary links with the national economic development planning
effort. Nonetheless, the LDA should have strong informal contacts
at the national level as well, working through the metropolitan
planning organization if possible, so that the overall land de-
velopment program can reflect national urban strategy requirements.

Land Expropriation

The ability of the government to expropriate land for the
sole purpose of encouraging orderly development of urban areas
is critical. The right of eminent domain goes back hundreds of
years, but its application to urban development has been a matter
of intense discussion and litigation only during the last twenty
years or so. The older expropriation laws are generally vulner-
able to constitutional attack when utilized for land banking
purposes.



The 1930 law in South Vietnam illustrates this point. The
law confines the public uses for which private land can be expro-
priated narrowly to military use, public works, and public facil-
ities. It prohibits the resale of expropriated land to private
interests except to the original owner. The basic law still in
use in India and Pakistan today is the Land Acquisition Act, 1894.

The situation is slowly changing and more and more countries
are attempting to include a broader definition of public purpose
in their expropriation laws. For instance, Article 22 of the
Bolivian Constitution states: "Private property is guaranteed
when and if its use is not prejudicial to the collective interest.
Expropriation is imposed for reasons of public utility or when
the property does not fulfill a . . . social function, in accor-
dance with the law and with prior just compensation." Under
Pakistan's new Constitution the guarantee of private property
rights does not affect the validity of "any law providing for the
acquisition of any class of property for the purpose of . . .
providing housing and public facilities and services such as
roads, water supply, gas and electric power to all or any speci-
fied class of citizens . . ."

The Nigerian development plan states that "During the plan
period, the Government will reinforce existing legislations on
public land acquisition and streamline the compensation procedure
with a view to minimizing land speculation and eliminating 'un-
earned' incomes." As already noted, Singapore has also pioneered
in using land acquisition as a tool to combat land speculation.

Taiwan's Equalization of Urban Land Rights Act, originally
passed in August, 1954 and subsequently amended is particularly
innovative in that it requires the owner of the land to step for-
ward and declare the value of his property for tax purposes. If
he underdeclares his property value, after an initial warning
from the Urban Land Value Assessment Committee the land can be
purchased at its declared value by the government. This simple
process overcomes the enormous problem of land value assessments
which are a primary cause of failure to obtain adequate returns
on the property tax in many countries. Furthermore, the act pro-
vides for the purchase of property to be paid for in part by
land bonds which reduce the immediate cash outlay of government.
If it can be assumed that rising land values will continue at a
percentage rate higher than the interest payment on the bonds it
should be possible for the government to participate in the land
market at little or no cost to itself.

These two innovations in the act offer the potential for
governments to influence the operations of the land market, con-
trol speculation, increase property tax revenues by better assess-
ment practice, and more effectively control urban growth. How-
ever, the law has never been successfully utilized to its poten-
tial because of a lack of enforcement follow-up and the difficulty
in plugging its loopholes.



Once again we are reminded of the basic requirement that
there be the political will to implement the laws once enacted.
Over and over again the effectiveness of the most modern legis-
lation is blunted during implementation. It is essential that
the expropriation law of the country be modernized and reflect
the broadest possible interpretation of the public interest. It
should contain provisions for a "quick taking" to enable the
government to occupy the site while the courts determine the level
of just compensation.

The Concept of a Land Bank

The concept of an LDA, as separate from land acquisition
functions needed for a housing agency or new town corporation,
is that the LDA would be attempting to participate directly in
the land market to insure that an adequate supply of urban land
will be made available primarily for private development on a
regular on-going basis. The main objectives of this process are:

1. To assure the orderly growth of the urban
area through direct control of urban land.

2. To ensure that the land requirements of all
user groups, particularly low income people,
are met on a regular, on-going basis.

3. To control land speculation and indirectly
encourage investment in more productive areas
compatible with national development goals.

4. To assist in achieving social equity goals
through redistribution of wealth.

. Land bgnking can be defined as "A system by which a government
entity acquires a substantial fraction of the land in a region that

is available for development for the purpose of controlling the
future growth of the region."6

Land banking has been used successfully for many years in
Sweden and the Netherlands. Saskatoon, Saskatchewan in Canada has
utilized land banking principles since the 1930's, and a recent
study has concluded that the land costs in that city have been held
below those in comparable cities in Canada and that the resulting

urban development has been planned in a rational and efficient man-
ner.

The United States has never passed land banking legislation,
but it has numerous proponents among professionals in the urban
development field. The important National Commission on Urban

6The American Law Institute, A Model Land Development Code,
Tentative Draft No. 5, March 30, 1973, p. 50.
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Problems in 1968 recommended that legislation be passed which
would allow governments "to acquire land in the advance of devel-
opment for the following purposes: (a) assuring the continuing
availability of sites needed for development; (b) controlling the
timing, location, type and scale of development; (c) preventing
urban sprawl; and (d) reserving to the public gains in land values
resulting from the action of government in promoting and servicing
development."’ _

.The main arguments against land banking deal primarily with
theilmposition on the traditional guarantees of private property.
It 1s argued that land banking will lead to nationalization of
land. It is also pointed out that the agency responsible for the
land banking system will have enormous power and, therefore, great
potential for political intervention and corruption.

Simon Miles summed up the current emotional issue when he
wrote:

"The emotional association of freehold land
ownership with the free enterprise system will
take a long time to change. Until society real-
izes that one can still have a free enterprise
economy operating on leasehold space, it is un-
likely that the cost of housing and many other
urban services will be prevented from escalating
at rates faster than that of inflation."8

Karachi, Pakistan has been favored with an enormous public
land reserve. The Karachi Development Authority has been the body
most responsible for guiding the development of this land. Overall
the KDA estimates that 1.3 million people have benefited from their
land development schemes. The experience of the KDA with land
banking has not been entirely successful. The KDA has, in fact,
contributed to land speculation through the premature sale of large
land tracts to housing societies and individuals. The result has
been unplanned, inefficient growth in some areas of the city and
a failure to ensure that the appropriate supporting infrastructure
was ever provided. In part this premature sale was a reflection
of intense pressure from individuals and groups desiring land and
also the reality that the KDA was supposed to be a self-financing
agency and they needed to sell land in order to obtain resources
for overall operations. In 1970, there were some 12,500 acres of
vacant, developed plots in the city, yet new vast vacant land
sales are being contemplated. The KDA originally was selling its
developed plots at actual cost and since the land cost was nominal
as it was already in public ownership the total sale price was
grossly below market prices. The result was an immediate windfall
profit to those who obtained plots. The KDA is now using more

7National Commission on Urban Problems, Building the American
City, 1968, p. 251.

8Simon Miles, Developing a Canadian Urban Policy: Some
Lessons from Abroad.
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realistic price policies, but the premature land distribution
continues to be a fundamental problem. The lesson to be learned
from the KDA experience is that administration and land manage-
ment are important aspects of the land bank system and will in
the end determine its success.

The available literature on land banking does not indicate
any guidelines on what scale of operations are necessary before
a certain desired impact is achieved. This important question
should be given a high priority in the planning for a land bank-
ing system. It can be assumed that if the public sector is a
participant in the land market at a significant scale it will
not only control land prices on its own sales or leases, but in-
directly influence prices in private transactions as well. At
what point this effect will be achieved should be the threshold
point for an effective land banking system. It should not be
necessary to control the entire land market to achieve the desired
objectives. On the other hand, if the land bank is too small,
it is unlikely that any material dampening effect on land specu-
lation will take place.
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CHAPTER III

PLANNING FOR THE ESTABLISHMENT OF AN LDA

At the heart of the matter is the political commitment of a
national government to confront the problem of urban land supply
head-on.

This is no easy decision because often the major vested in-
terests in urban land are deeply imbedded in the government itself.
There really is little sense in attacking the problem unless the
mandate comes directly from a cabinet level decision at the cen-
tral government. There is little purpose in the creation of in-
adequate, underfinanced LDAs whose scale of operations will not
affect the urban land market.

The form in which political commitment can be made is varied,
but one useful way to proceed would be to establish a central
government task force on the preparation of a National Urban Land
Policy which in turn could form the basis for enabling legisla-
tion for the formation and operation of LDAs (see Chapter V for
a suggested coverage of such legislation).

The Task Force Organization

The eventual development of LDAs along the lines recommended
in this IME will impact agencies at all levels of government. It
is, therefore, important to involve these groups early in the plan-
ning process. The group should consist of a policy making body
and a technical staff seconded from appropriate agencies.

The policy making body should include senior representatives
from the key ministries which would vary from government to govern-
ment, but generally would include: the ministries of economic de-
velopment, finance, urban planning and housing, land management,
legal affairs, and interior. Representatives from the provincial
or state governments should be included and several of the major urban
areas should be represented. There are, of course, problems with
using a relatively large policy making group in terms of assem-
bling them for meetings and obtaining active participation. None-
theless, such an approach is better than giving the assignment
to a single ministry and then having the results reflect a narrow
range of opinion and be subjected to the criticism of all the
other affected parties. This is much the same concept as not hav-
ing a ministry of housing formulate national housing policy because
of its implications for other ministries and levels of government.
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The chairman of the policy making body should be the most senior
officer and someone who can report directly at the cabinet level.

Such a policy making body is nearly useless without a tech-
nical staff which can prepare the working papers. In this case
there is a sizeable technical job to be done in analyzing the sit-
uation and preparing recommendations. For the simplest technical
format, it might be possible to assign the staff function to one
agency such as the ministry of economic development or a national
planning commission. An alternative approach is a special tech-
nical team. The advantages of a technical task force seconded
for the work are that it would bring together diverse disciplines
and more or less reflect the distribution of interests on the
policy panel. The disadvantages are that existing agencies are
reluctant to allow their best people to be seconded to special
projects and, therefore, organizing a quality staff might be dif-
ficult. There is no one way that is best since local conditions
should prevail. The kinds of people required in either case would
include macro and urban economists, legal experts versed in land
law, demographers, sociologists, public administration specialists,
urban planners, and public finance specialists.

It is not recommended that representatives of private land
interests be included either on the policy making panel or the
technical staff primarily because of the difficulty of identifying
a representative for all of the divergent private interests. It
should, however, be incumbent upon the task force to solicit ac-
tively the views of private land interests in order to devise
recommendations which, while achieving the public purposes, cause
the minimum hardship to the private sector.

The Task Force Work Program

The work of the task force should be considered from the be-
ginning as a significant technical undertaking because it is not
only to detail whether or not there is a need for an LDA concept,
but if so, how the concept is to be applied in its legislative,
administrative, financial, and technical aspects. This is no small
task. Its difficulty will in large measure be determined by the
amount of source materials already available from such work as the
preparation of national economic plans and the nature and quality
of urban planning efforts in various key cities. The work program
should consist of four parts.

Quantifying the Scale of Urbanization

The actual rate of urbanization and the estimate of the amount
of land required for this process on a national scale must be de-
termined. This will require estimating national population growth
and the distribution of that growth to the various urban centers.
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The patterns of migration within the country will be of particular
relevance for study along with trends in household formation and
family size. The estimates for projected growth rates in the var-
ious economic sectors should be obtained from the appropriate
agency. This information should be analyzed for its impact on
overall urban growth potential and for likely effect on individual
urban centers. The relationship between estimated population and
estimated economic growth related to individual urban centers will
indicate likely consequences for employment, unemployment, and
income distribution. Starting with the existing land use distri-
bution within urban centers and using established criteria based
on the demographic, economic, and social analysis, crude projec-
tions of aggregate land requirements for future urbanization can
be established covering the broad categories of residential, in-
dustrial and commercial and public land.

The purpose of this analysis, which will obviously be more
complicated and demanding than indicated in this summary, is to
prepare a reasoned estimate of the basic requirement for land for
urban expansion and its approximate distribution among the major
urban centers. In addition, the total requirement will be refined
to the point that there will be a relationship between aggregate
land demand and the ability to pay for land among the competing
residential and non-residential groups. In total this will crudely
define the nation's urban land requirement. Next it will be nec-
essary to establish whether or not meeting this requirement will
be a problem.

Review of the Private and Popular Sector
Role 1in Land Development

In analyzing the role of non-governmental participation in
the urban land development process it is useful to draw a distinc-
tion between the private sector and the popular sector. The pri-
vate sector is defined as consisting of organized commercial in-
terests and individuals concerned with high standard development.
The popular sector is defined as informal small contractors and
individuals seeking low cost, low standard development. The latter
group are for the most part the low and lowest income groups, al-
though not in every case as various studies have shown that middle
income people participate in the popular sector development acti-
vities out of cheoice. 1In a given country context these definitions
can be given more specificity. The distinction is important, how-
ever, because the urbanization of land by the popular sector is a
different kind of process and problem which must be recognized
and dealt with explicitly in public policy (see discussion below).

It is first necessary to study the land ownership patterns in

the areas anticipated for future urban growth. The nature of own-
ership may vary greatly from country to country. Land may be held
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communally by tribal groups as in certain African countries. It
may be held in vast tracts under the control of a single family

as in the case of many of the Latin American countries. It may

be held in an almost limitless number of small holdings as in many
Asian countries. It is highly likely that land title will be
clouded and that individual boundaries will be known by traditional
or historical precedent rather than survey. These differences will
present different problems to be considered in establishing land
policy.

It is also necessary to consider existing land use in
potentially urban lands. The conversion of fertile agricultural
land into urban development has proven to be a problem in many
cities. As the city grows valuable agricultural land is lost and
the food supply requirements of the city must be met through im-
porting from ever greater distances. It may be essential to make
the preservation of the most productive agricultural lands a pri-
ority issue in the preparation of land policy. Various incentives
and regulations can be formulated to insure the preservation of
agricultural land, but this in turn makes the problem of providing
land for urban expansion more critical. In the East Ghor Valley
of Jordan, for instance, the decision was taken to prevent any
urban settlements from occupying land which could be brought under
irrigation. This decision wisely accepted the fact that the cost
of urban services might be somewhat higher, but the need of the
country to maximize food production was of paramount importance.
In Karachi, Pakistan the determination of which land was suitable
for agriculture was a primary determinant in planning for the fu-
ture urban form of this major metropolitan center.

Then the process whereby land is made available for urbaniza-
tion should be studied. To a greater or lesser extent there will
be the rudiments of a private real estate market with known pro-
cedures. It would not be unusual to find that this market is
working in various extra legal means to avoid various government
regulations and taxation. The extent and nature of these proce-
dures should be identified. The terms and conditions of sales or
long term leases should be established and the sources of funding
identified. There may or may not be regular credit mechanisms
available for financing land purchase. If there are they should
be studied to see who can participate and under what conditions.
From this analysis the likely trends in land ownership should be
established assuming the continuation of the current process.

The role of the private corporation and organized commercial
interests should be studied. These groups primarily will be con-
cerned with the building process for houses and non-residential
buildings, but they must start with the problem of land. The re-
lationship of land supply to their activities is important because
the unavailability of land at a reasonable cost may be a major
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constraint on the capacity of these groups to meet urban develop-
ment requirements. It is also important to ascertain the policy

perspective of the commercial developers with regard to their re-
sponsiveness to various income groups and the total needs of the

city for development. A determination should be made of the po-

tential of the commercial developers to play an expanding role

in city growth based on their managerial skills, access to devel-
opment finance, and land.

Special attention should be given to the popular sector in
the process of land development. The majority of the urban popu-
lation will participate in the popular sector development activi-
ties. In many urban areas such as Karachi the popular sector
accounts for two thirds of the development activity. It is likely
that in most countries the popular sector will have severe prob-
lems in gaining access to land for urban development. This is,
of course, primarily because of an inability to pay, but also a
matter of obtaining access to land in locations which are respon-
sive to their needs. Frustration of the demands of the popular
sector for land tenure results in massive squatting in most urban
centers throughout the developing world.

The process of squatting and how squatters are organized
needs to be carefully studied. Governments have attempted various
means of combating the squatting problem. Many of these techniques
have involved the use of the police power in various forms, from
the forced resettlement of squatters in Karachi, Manila, Seoul,
and scores of other cities to the arbitrary burning of squatter
huts in Nairobi, Kenya or the roundup of squatters and their
forced repatriation to rural areas. None of these techniques
have worked and as a result many governments are beginning to re-
spond to the needs of the popular sector through sites and ser-
vices projects. Sites and services projects, if truly responsive
to the total needs of the popular sector, are potentially major
consumers of urban land. The means whereby this land will be
obtained and made available will be a crucial determinant of
future urban form.

In summary, this section of the work program of the proposed
task force is focused on understanding the actual process of how
land is made available for urban development for the private sec-
tor and the popular sector. This is essential information in order
to understand how the public sector influences this process and
interacts with it.

Review of the Public Sector Role in
Land Development

The public sector influences land development in a var%ety of
ways from direct intervention to indirect policies on taxation.
The task force will need to study this entire process in order to
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ascertain how public actions are influencing land development.
Such a study must start with the goals and objectives of the
government which have a direct or indirect effect on land. These
will be found in various government documents such as the national
economic plan, national urban policy, national housing policy, etc.
Special attention should be given to comparing stated policy goals
with actual actions and, therefore, real policy goals. These may
indeed be different and possibly contradictory. The task force
should attempt to assemble the goals statement dealing with the
urbanization process and identifying the role the public sector

is being asked to play.

Next an exhaustive search of the existing legislative base
affecting land should be undertaken to see whether or not existing
legislation is compatible and complementary to the goals. This
review should include: urban planning law; the enabling legisla-
tion of agencies concerned with urban land such as those listed in
Chapter I on LDA Typology; the codes and by-laws at all levels of
government affecting land use controls such as zoning and sub-
division and building codes; the laws covering eminent domain;
property taxation laws; special laws covering landlord tenant
relationships; laws affecting development finance; and various
special laws which deal with special interest groups in relation
to land development such as provisions for industrial workers
housing or civil servants housing. Just from this list it can be
seen that the legislative review is a major undertaking. Fre-
quently it has been found that law has been piled upon law in many
countries to the point where the development process has been
twisted in response to the legislation instead of the development
objectives of the country. It is particularly important that the
effect of legislation on the various groups, particularly the
popular sector, be considered.

The study should analyze the public agency role in land de-
velopment. This would include land management functions such as
performed by the Ministry of Lands in Tanzania or Kenya relating
to land registration, subdivisions, and urban planning approvals.
It would cover the activities of single purpose agencies, such as
national housing corporations, new town corporations, etc., in
which land development is a significant function. And it would
cover multipurpose agencies such as the Asian improvement trusts.
The purpose would be to assess both the quality and efficiency
of their operations and the scale of their activity in relation-
ship to the potential need. This is an important review because
in many countries the basic administrative process is so compli-
cated that it is impossible for the system to cope with the needs
of the people. This is illustrated in the example drawn from
Tanzania which is typical of the countries emerging from the
British colonial tradition.
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The mechanism for acquiring and preparing land for urban use
is based on procedures established during the colonial period when
urban centers were small, growing slowly, and the primary task, as
far as residential development was concerned, was to provide a
reasonable facsimilie of what the British considered as proper
residential development. Basically, the process consists of the
following steps:

1. A new area for development is designated and
a request for the preparation of valuation schedules
is made. Valuation of crops is done through the Area
Commissioner. The Valuation Division of the Lands
Ministry determines the unexpired value of structures.

2, Agreements on final compensation are negotia-
ted between the Regional Land Office and the existing
land holders.

3. Lands request payment of compensation by the
Treasury. Once compensation is paid, rights under
customary tenure are officially extinguished, govern-
ment has title to the land, and existing tenants can
be cleared. Existing compensation rates and the ease
with which new squatting areas can be formed tends to
mitigate against obstruction from those who are forced
to move. One can only assume that the large renting
population common to squatter and traditional settle-
ments bears the major hardships imposed by this process.

4. A subdivision scheme is prepared by the Div-
ision of Town Planning.

5. The area is cleared for survey. This is nor-
mally done by the Lands Division either through its own
staff or on a contract basis. Houses are usually given
for their materials, to anyone who will clear them.

6. All plots are surveyed and beaconed by the
Survey Division. Occasionally National Housing Corpor-
ation is given blocks of land for its own housing estates.

7. The Survey Division prepares and submits a
survey map to the Lands Division. After approval of
the map by Town Planning and Lands Division, plots can
be given under right-of-occupancy agreements to indi-
viduals. Also, the laying of infrastructure can com-
mence, provided funds and manpower are available.

8. Plots in high demand are often offered for
tenders on the premia, usually going to the highest
bidder. Other plots go to applicants on a first come,
first serve basis. Application is made through the
Regional Land Office.
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9. Upon application, the Regional Land Officer
determines if an acceptable plot is available. When
this is the case, the applicant completes a standard
form.

10. The Regional Land Officer submits the appli-
cation, with a covering letter, to the Lands Division.

11. The Lands Division requests an assessment of
land rent and premia by the Valuation Division and
recommendations on development conditions from the Town
Planning Division.

12. The application is submitted to the Commissioner
of the Lands Division for approval.

13. A right-of-occupancy is issued through the
Regional Land Office.?

The entire administrative process is designed to deal with
the individual applicant on a plot by plot basis. Since the vast
majority of the urban population are ill-equipped by education or
background to deal with such an elaborate administrative system,
the net effect is essentially to bar a large part of the popula-
tion from legal access to land.

This aspect of the task force study will require working di-
rectly at the local level of government with the public agencies
and institutions involved in land development. It will also be
necessary to explore what the capabilities of the public sector
are in the provision of infrastructure and public facilities in
support of land development. A frequent problem is that land
scheduled for development languishes for years with inadequate
or incomplete infrastructure, benefits of the project are not
realized and the cash flow problem is increased because capital
initially invested is not recovered because of the failure to
complete the project.

The financial mechanisms available to the public for influenc-
ing land development should also be analyzed as to the source of
funds, their availability, and utilization. The aggregate amount
of public funds utilized annually for land development should be
determined and the process whereby the funds are recovered from
sales, leases, or fees analyzed. If subsidies are a regular amount
of the process, the nature of the subsidies and the amount should
be determined. The effect of the use of subsidies on the land
market should be studied.

9PADCO, A Proposal for an Urban Development Corporation in
Tanzanjia, December, 1969, pp. 18-19.
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In summary, this aspect of the task force's work program is
to provide a comprehensive overview of the public's role in land
development, to measure its capacity to effect the land market
and meet the needs for urban land, and to itemize the process.

Identifying the Need for the LDA

The scale and depth of the study recommended here will vary
from country to country, but in most cases it will represent a
major effort to ascertain the basic situation with regard to the
urban land development process. The output of the study will be
an estimate of the aggregate demand for urban land by urban cen-
ter and major user groups, the analysis of the private and public
sector ability to respond to this demand, and an analysis of the
existing role of the public sector and its capacity for responding
to the need for urban land development. When taken as a whole
the study should identify the specific problem areas in which
action must be taken and what combination of steps are required.

The decision to establish an LDA should not be taken lightly.
It represents a major undertaking of government and to a greater
or lesser extent in a given country context and expansion of pub-
lic power into the area of private property rights. Such an
intervention may well be necessary in order to achieve the public
purpose, but alternative actions, particularly those utilizing
the tax power, should be considered also, perhaps in combination
with the LDA.

Taxation or the levy of special fees on land has considerable
theoretical potential. This IME is not intended as a discussion
of property taxation, but before undertaking the establishment
of an LDA the potential of taxation should be fully studied. There
are typically several types of taxes oriented to insuring govern-
ment participation in increases of land values. Such taxes in-
clude property taxes on the true value of vacant land rather than
on its use or rental value as is often the case in the developing
countries. There are also land transfer taxes, capital gains
taxes, and betterment taxes which are currently in use in given
situations.

The main problem with the use of taxation as a device for
achieving public purposes, other than purely raising revenue, is
that direct taxation has been traditionally hard to enforce in
the developing countires. For instance, in South Vietnam it is
reported that less than 50 percent of the taxable land is actually
on the tax roles. Of the taxes billed only about 30 to 40 percent
are collected. Furthermore the law does not provide for the power
to put a lien on real property for non-payment of taxes and, in
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any case, the typical assessments are very much below true value
or market value.l0 It may be too politically sensitive and more
complicated to reform the tax system than to utilize the LDA con-
cept for direct intervention. Nonetheless, tax reform should be
a high priority in most developing countries.

10Wurster, Bernardi and Emmons, Inc., Housing and Land Develop-

ment Agency Organization Plan, South Vietnam, July 31, 1972, p. 19.
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CHAPTER IV

A POSSIBLE CONFIGURATION OF AN LDA

Once the decision is taken to form an LDA there is still a
wide set of choices as to how the LDA should be organized, finan-
ced, and operated. The conclusions reached in this report as to
the basic principles for the LDA can be summarized as follows:

L. The LDA should be organized and financed to
have a substantial impact on the land market in the area
in which it operates.

2. The LDA should be organized as a semi-inde-
pendent public corporation working on a businesslike
basis.

3. The LDA should be self-financing and attempt
to generate surpluses wherever possible for use 1in
reducing costs to low income land users.

4. The LDA should have a broad range of legal
powers. ’

5. An LDA should only be organized when it is
clear that the private land market is not responsive
to the needs of orderly urban development, the rate
of urbanization is rapid, land speculation is active,
and there i1s evidence that the legitimate needs of
low income people for legal land tenure are being
frustrated on a wide scale.

National, Regional, and Local LDA Linkages

The first issue to be considered is whether or not the LDAs
in a given country should be linked into some form of grouping.
This will in part depend on the number of LDAs which may be re-
quired in a country. It is probable that the primate city in
each country should have its own LDA. In larger countries which
have a hierarchy of cities there may be a need for LDAs in other
urban centers as well. Criteria can be established to make this
determination after study in each situation. The criteria might
cover such things as:
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1. The rate of urbanization (say cities with
over 6 percent growth per year).

2. The amount of land required (say a minimum
need for 1,000 acres of new urbanized land
per year).

3. The special local situation regarding land
ownership patterns, land speculation, access
to legal land tenure for low income groups,
etc.

After a determination has been made of the total number of cities
requiring their own LDAs, a decision should be made as to whether
or not regional LDAs should also be established to cover special
requirements of smaller urban centers. A regional LDA would oper-
ate in the same general manner as an LDA in a single urban center.
The major advantage of a regional LDA would be that it could inter-
vene when and where necessary in order to stabilize local land
markets and to insure that sufficient land is made available when
required for future urban development. A regional LDA could play
a very desirable role by intervening in coordination with other
government development investments. For instance, a national eco-
nomic plan might call for the installation of a major industrial
plant in a small urban center as a part of an overall effort to
achieve regional balance and dispersal of employment out of the
primate city. A regional LDA could take prior action to acquire
the land for the industry as well as the anticipated related de-
velopment ahead of the land speculation that such an investment
would generate.

In smaller countries it may not be necessary to have regional
LDAs. One national LDA might serve wherever required throughout the
country. The Urban Development Corporation in New York State is
playing this kind of role.

Once the number of LDAs to be established at the various
levels of government has been determined, it will be necessary
to decide whether or not they should be linked in any overall
framework. Each LDA could be entirely independent with its own
territory, staff, legal powers, and financial mechanisms. At the
other extreme, they could all be organized as a single national
public corporation in which the individual units are more or less
branch offices. A middle approach would be to have a national
level unit, which might be a part of a central ministry, own a
controlling stock interest in all the LDAs in the particular
country and the respective local government own the minority
interest. This form of organization has the advantage of bring-
ing together on the board of directors both representatives of
the national point of view and the local point of view. This
should provide a desirable balance of perspective and allow for
greater cooperation in the overall national development effort.
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An additional benefit of the mixed national/local public
corporation is that central government credit and financial
guarantees should be more readily available. It would be highly
desirable to coordinate the financing strategies of all the LDAs
given the limited capital markets in most countries. The debt
instruments issued by the LDA will be more favorably received if
they carry a national government guarantee.

The LDA and Potential User Groups

The LDA deals solely in land. It does not concern itself with
actual construction on the land beyond insuring that adequate in-
frastructure is provided. 1In the concept recommended here the LDA
would provide developed land to both public and private users.

Public Land Users

The LDA would work in close coordination with other agencies
of government to identify their land requirements and assure the
timely delivery of land in sizes and locations required, The LDA
would take on this function for all public development agencies,
such as housing authorities and new town corporations, which in
turn would retail the land to private users. The LDA would also
work with the line agencies of government at all levels to meet
their land requirements for such things as government buildings,
schools, colleges, civil servants housing, etc. Land required for
public facilities, easements, and roads would also be deeded over
to the appropriate government agency at the time of disposition
of the remaining parcels to private developers.

The LDA should charge other public agencies a market rate for
the developed land provided. Even though this represents an in-
tergovernmental transfer it should be a regular cash transaction
because of the nature of LDA financing. Anything less than full
market rates would lead to decapitalization of the LDA. 1In the
case of lands for public facilities to serve private residential
development, the costs of the land would be passed on to the pri-
vate parties and the land dedicated to public purpose without
cost.

One advantage of the LDA performing all of these public use
land development functions is the efficiency and expertise which
the LDA should bring to the task, coupled with the advantage of
working out of the land bank. The other agencies, relieved of the
land acquisition and preparation function, should benefit by being
able to concentrate on their special program. It is, of course,
essential that the LDA be developed to the point that it can meet
the land requirements of other public users on a timely basis be-
fore it can take responsibility for these functions. It will not
be possible to do this immediately after formation of the LDA.
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Private Sector Land Users

The LDA should provide land to private sector land users for
both residential and non-residential purposes according to over-
all development plans. It is through these sales or leases that
the LDA will achieve the objective of controlling land speculation.
It will be a matter of policy decision to determine the methods
whereby the LDA meets these needs. They can either make direct
sales or leases with individuals or with residential construction
companies, who in turn would build housing on speculation for sale.
This technique has been successfully used by the Karachi Develop-
ment Authority.

It will be necessary for the LDA to maintain a constant mar-
ket analysis in order to guide its land development activities to
respond to real market demand. The plot layouts, size, and stan-
dard of infrastructure all must be considered in the planning by
the LDA. The ability of the LDA to respond to the needs of var-
ious income groups with the variety of plot types and prices re-
quired will in large measure determine the success of its under-
taking.

The LDA should also provide plots for non-residential uses,
such as industry and commerce. These plots should be integrated
into the overall physical planning of the LDA to ensure balanced
development. For the most part non-residential plots should be
auctioned, but in some cases negotiated sales or leases will be
appropriate where it is important that a particular kind of de-
velopment take place in support of overall planned objectives.

The sales or leases to private sector users should be oriented
to generating surpluses for the LDA. The success of the LDA will
depend on its ability to successfully compete in the private sec-
tor market and achieve financially profitable operations. Failure
at this point will doom the LDA,.

Popular Sector Users

The popular sector users will for the most part be low income
families and marginal industrial and commercial operators. It is
these groups which have the least access to land at the present
time and yet make up a very substantial majority of the population
in most developing country cities. How the LDA moves to meet their
needs is extremely important. The concept of sites and services
schemes are gaining in popularity all over the world. The LDA
should ensure that a major part of its operations are geared to
this kind of project to meet the needs of the popular sector.
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Financing the Operations of the LDA

The basic financing assumption underlying the LDA concept is
that land values will continue to increase in and around rapidly
growing urban centers. It should be possible therefore for the
LDA to capture, for the public interest, a substantial part of
these increased values. In order to do this it will be necessary
for the LDA to control a significant amount of land at all times.
This in turn will require that the LDA have access to large amounts
of capital. Public capital is in most cases in short supply. There-
fore, the LDA must be given power to raise its own capital in the
private market.

Land Bonds

The most promising idea for meeting the need for substantial
capital is through. the issuance of land bonds by the LDA in pay-
ment for the land taken from private owners. The land bond de-
vice has been used in Taiwan and has been proposed but not adopted
in several other countries. Since the experience with land bonds
is limited, it will need further study and analysis in each country
considering its adoption. The concept itself is simple. Land
bonds would be issued for the market value of the land taken by
the LDA. The bonds would be paid off from the revenues generated
by resale or lease of the land back to private users over time.

If land prices continue to rise while the land is in public owner-
ship at a rate in excess of the interest paid on the bonds then

the LDA should have no difficulty in meeting its obligations and
generating a surplus. It is desirable to have a capital market

for the land bonds where the holder can sell his bonds and receive
immediate payment if he so desires. This is necessary so that the
holder of the bonds has flexibility in managing his assets. Other-
wise individual hardships could result particularly in those cases
in which the holder of the bond had previously depended upon income
from his land for his living. The actual terms and conditions of
the bonds should be the subject of close study in each local situ-
ation. The bonds must be made an attractive investment instrument
in order that the capital market for the bonds is active and

firm. Consideration should be given to making the interest tax
free. This would have the effect of reducing the interest amount
to be paid on the bonds, thereby lowering the cost to the LDA
while making the bonds more attractive to high income taxpayers.
The total tax implications must be thoroughly studied, particular-

ly how the transfer of land for bonds would be treated for tax
purposes.

The amount of bonding power given the LDA will also have to
be decided in relationship to the overall effect on the national
economy. There may be very real limits on the total amount of
land bonds that should be outstanding at any one time in the
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economy without having negative side effects on other investments
also in the national interest.

It is clear, however, that without the kind of land bonds
suggested here or a similar instrument, the activities of an LDA
would be substantially curtailed. The central concept is the es-
tablishment of an adequate land bank to influence the land market.
If the LDA can not afford to establish a land bank and is forced
to work from project to project it is doubtful that it will dampen
land speculation and, in fact, might actually contribute to it by
joining in the competition for small tracts of land.

Working Capital

Even if the LDA has sufficient bonding power to establish the
land bank, it will still be necessary to have substantial amounts
of working capital in order to undertake the infrastructure im-
provements necessary to convert raw land into urbanized plots for
resale or lease. This is very important. The problem of under-
capitalization is illustrated by the inability of the Karachi De-
velopment Authority to complete infrastructure improvements in its
projects resulting in delays in project completion and the under-
utilization of investment.

Two key elements are involved. First, the LDA needs suffi-
cient working capital to develop its land as regquired. Second,
it needs to sell or lease its projects as soon as complete and re-
ceive full value at the time of delivery. The LDA's working capi-
tal will initially come from government paid in capital for the
stock of the public corporation. It is likely that this will be
fairly limited and not sufficient for the intended scale of oper-
ations. Therefore, the LDA should have borrowing power with which
to raise working capital. The loans can be for relatively short dur-
ations , probably 18 to 24 months so long as the LDA does not have
to provide credit facilities for the sales or leases of its projects
(see discussion below). The national government will be one source
to be considered for short-term loans of this sort, but other
avenues should be explored as well. If the loans carried a govern-
ment guarantee and a market interest rate they would be attractive
to private investors such as banks, insurance companies, and re-
tirement funds. The total amount of money which can be allocated
to land development will have to be determined in light of the
alternative needs for investment in other sectors of the economy.
The terms and conditions of the borrowings will, therefore, be a
matter of national economic significance.

The LDAs should also be allowed to receive gifts of land from

either private parties or the government which would have the effect
of increasing working capital.
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The LDAs should also be allowed to receive grants from govern-
ment or possibly international aid agencies for special purposes.
It might, for instance, be considered in the public interest to sub-
sidize the sale or lease of plots to low income families. The long
term objective of the LDA might be to utilize surpluses generated
from sales or leases to other private users. But in order to make
an early commitment to the needs of the low income groups special
subsidies could be used. Such subsidies should always come from
grants outside the LDA or from surpluses and never be allocated
out of normal working capital. This is essential in order to main-
tain the operations of the LDA on a businesslike basis and to pre-
vent the decapitalization of the agency.

LDA Revenues

The central concept of the LDA is to be self-financing and
this requires generating revenues from its projects at an early
date. The ability of the LDA to do this will depend on the over-
all structure of development finance operating in the country.
Ideally, there should be development finance agencies such as na-
tional housing banks, savings and loan associations, commercial
banks, which will be prepared to lend money to the private
sector to purchase land from the LDA and to undertake the subse-
quent development. In this situation the LDA can obtain its full
price for the land as soon as it is ready for the market. This in
turn allows the LDA to repay its borrowings for working capital
and to generate its desired surpluses. In short, if the LDA does
not have to provide credit mechanisms to stimulate the sale or
lease of its projects, then the LDA can work much more efficiently.
This should clearly be the goal.

In the interim it may be necessary for the LDA to be a finan-
cing agency as well. 1In this case it will be essential that the
LDA have full powers to reclaim any land in default without elabor-
ate delay and court procedures. The terms of finance should be
set through market conditions and reflect commercial interest rates,
etc. The LDA should be careful that its financing mechanism not
be turned into a form of hidden subsidy to user groups.

If the LDA is undertaking direct sales of sites and service
plots to low income groups, a special collection mechanism may be
required. Experience has shown that low income people do have
the ability to pay and will pay if they believe the value received
is worth the price. Nonetheless, all too frequently agencies ex-
pect low income families to come to them to make payments. In one
case outside of Kingston, Jamaica residents of low cost housing
were expected to walk two miles to a bus stop and then pay for a
bus ride four miles to Spanish Town to come to the agency office
to pay their monthly rent. It is no wonder that collections were
low and infrequent. Either the LDA will need to have on-site
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collection offices or will need to make convenient arrangements
for payments to be made through another body such as a commercial
bank with a nearby location.

The decision to sell land in fee simple title or to lease
land for various periods should be determined by local prevailing
conditions. In general, the public interest will be better served
through leasehold sales coordinated with the length of life ex-
pected for the use to which the land is to be put. In either case
the price set on the land should be the prevailing market price.
Where it is desired to ensure that special land needs of particu-
lar user groups are recognized, a negotiated sale is appropriate,
but the LDA should still seek to achieve the market price for the
land.

The sales or leases to the private sector should carry as few
restrictions as possible to give flexibility to the user. However,
the LDA must ensure that the land is taken for development by a
user with the intention and capacity to build to the plan. It
would be desirable to make proof of financial capacity to build a
condition of sale and to have clear contract clauses which will
allow the land to be recovered if the development does not take
place. The device of charging an "underutilization fee" such as
found in Pakistan will not be effective unless the fee is greater
than the increase in the land value through inflation. The leases
to the popular sector users should have little or no restrictions.
The only requirement should be that a shelter be built on the plot
in a short time after taking the lease.

The LDA should seek to maximize its revenues from other sour-
ces as well. The vacant land taken and held in the land bank
should be fully utilized during the period before it is required
for development. Arrangements should be made to lease land back
to the original owners for continued use or short-term leases made
with other private interests to utilize the land. The LDA should
be empowered to assess betterment fees on lands not included in
the land bank which benefit from the activities of the LDA, and
these fees should capture a substantial part of the values created.

Suggested Organization of an LDA

The actual configuration of an LDA will, of course, depend
on the characteristics of such agencies within a given country.
It is useful, however, to review in detail the proposed organiza-
tion for the Land Development Agency of South Vietnam. This
agency is not yet in existence although the recommendations were
generally received favorably by the government. The recommendations
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were prepared by the consulting firm of Wurster, Bernardi and
Emmons, Inc. under a grant from the United States Agency for ;nter-
national Development.ll Their report recommended the'separatlon,
at an appropriate time, of the land development functions from
the existing Housing and Land Development Agency. They then went
on to identify the configuration that such an agency would take.
It is presented here rather fully because a pure land development
agency of this type does not now exist to our knowledge, apd the
creation of such agencies is the main recommendation of this IME.

The proposed organization is presented in Chart 3. The or-
ganization proposes four staff groupings working under a Director
and presumably, although not stated, a Board of Directors made up
of senior government officials. The organization staff, divided
into administration and personnel, carries on the internal admin-
istrative functions essential to any organization.

The policy staff consists of five units. The Executive Man-
agement Assistance group is interesting in that it provides the
director with capabilities for responding to special projects and
delegating his responsibilities when it would be inappropriate to
burden a specialist unit with the task. The legal unit and the
budget and fiscal management units fulfill the functions normally
expected in such agencies. The Research and Development unit,
often lacking in traditional agencies, is an excellent idea. This
unit would provide a forward planning capability. It would accum-
ulate and analyze pertinent statistical data, carry out special
studies, maintain a library, investigate relevant techniques used
in other countries, and recommend new programs and strategies.
The proposed organization also includes a unit for legislative
affairs and public relations. This unit would seek to coordinate
the activities of the LDA with other national and local agencies
affected by the programs.

The Program Process Staff consists of five units, each of
which specializes in one aspect of bringing a project to comple-
tion. The Real Estate unit would handle land acquisition and
disposition. Marketing is one of their functions. It would seem
advisable to include marketing of the developed land as one of
the basic functions of the LDA. This is particularly true if the
LDA is operating on a schedule of providing a smooth flow of de-
veloped land to the market rather than on a project by project
basis. The marketing function would be essential if the LDA is
carrying out direct sales and leases to individuals, particularly
low income individuals. It is, therefore, recommended that mar-
keting be included in their proposed duties.

llThe Thu Thiem Peninsula Development Plan, study prepared by
Wurster, Bernardi and Emmons, Inc., July 31, 1972, (under Contract
AID/vn-101, Agency for International Development, USA).
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Chart 3

Land Development Agency Organization
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The Technical Services unit would include the planning,
architecture, and engineering functions. It is very important
that the LDA have its own capabilities to do complete project
design. This is quite a separate function from metropolitan
planning which should be done by another agency in close coor-
dination with the LDA. The Construction Unit would not attempt
to have its own construction capability but would instead contract
the work out. This would be the best course of action if the
private sector has sufficient capability to make bidding for LDA
work competitive. 1In some situations such as Nairobi, Kenya,
attempts have been made to build up an in-house labor force. 1In
general, these efforts have not been successful as the total costs
have exceeded the price private contractors have been willing to
bid and the labor force jobs are often used as patronage by local
politicians.

The Property Management unit will have an extremely important
function if it is decided that a sites and services program should
be run directly out of the LDA. Except for sites and services, the
LDA should make every effort to sell or lease its developed land
outright and for a lump sum to other public or private agencies sc
that it will have a minimum continuing property management function.
The Financial Assistance unit would have overall responsibility for
the fiscal management of each project. It could also provide a
credit mechanism for low income purchasers of plots in sites and
services projects if such facilities are not available elsewhere.

The fourth group consists of the Line Managers. This is a
very necessary innovation in the usual organizational format. It
recognizes the need to make specific individuals responsible for
specific projects. All too often agencies which are organized by
specialization simply pass the various project files from unit to
unit and there is no effective responsibility to move a given
project to completion. This leads to inefficiency and delays.
Under this proposal specific project managers will be assigned to
each project and will take the leadership in seeing that the
various specialists in the Program Process Staff function effec-
tively. '

Overall the proposed organization of this LDA is .a workable
approach to the land development issue. It has several innovative
features which should be a significant improvement over existing
configurations. The key to this organization is the successful
creation of the project manager level technician. If these in-
dividuals are of high quality and are given sufficient power to
go with their responsibility, they should be able to make up for
limitations in the other specialized units and keep the program
moving.

The consultants also estimate the build up of the proposed

staff over its first four years to be from 34 persons in year one
to 120 persons in year four. Unfortunately, they do not estimate
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the amount of work such an agency could accomplish per year being
content to say only that it could "carry out a modest but aggres-
sive land development program". Obviously, considerable actual
experience will be necessary in order to determine the optimum
relationship between staff and output. The authors guess that
the staff of 120 persons recommended could undertake development
of between 1,000 and 2,000 acres of land per year depending on
the mix of uses for which it would be designed.

The Legislative Basis for the LDA

The legislative basis for establishing the LDA is the critical

starting point in implementing the kinds of recommendations made
in this IME. There is in most countries a body of legislation
which will cover various parts of the enabling powers called for
here. A decision will have to be made whether it is better to
ammend existing legislation or to prepare entirely fresh legis-
lation. The answer will depend on local political and social
conditions and the usefulness of the existing laws. In order to
assist the task force or those responsible for this question,
Chapter V presents the legislative issues in a framework for re-
view and comparison with the individual country's laws.
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CHAPTER V

ENABLING LEGISLATION

The purpose of this chapter is to note the essential features
of legislation governing the establishment and operations of an
LDA. Most of the elements would normally be embodied in statutory
enactments of national or state lawmaking organizations; others
would be embodied in substidiary regulations, rules, orders, by-
laws or decrees adopted by appropriate executive or administrative
entities, depending on local legislative style. The contents of
this chapter may be regarded as a checklist for consideration by
draftsmen of legislation or a charter for an LDA. There is no
single model code sutittable for universal adoption. There are al-
ternatives to be considered by the lawmakers based on local ad-
ministrative, economic and social capacities and conditions.

General Configuration

The mandates, instructions or other statements of a lawmaking
or rulemaking body are rarely self-executing. Legislative terms
require interpretation, either by administrators, the courts, or
both. Accordingly, in most legal systems it is desirable and
proper that the legislative document itself expressly incorporate
a declaration of legislative findings, policies, and purposes as
a guide for later interpretation or application.

Illustrative Findings

Each set of findings will necessarily reflect conditions
peculiar to the urban areas to be serviced by the LDA, so a gen-
eral statement here would not be appropriate. Typical findings
common to many urban settlements across the world might include
the following:

1. Many urban areas are experiencing uncontrolled
growth and becoming slum or blighted areas because of
substandard, deteriorated or deteriorating conditions,
inadequate maintenance, illegal occupancy of land, lack
of proper sanitation facilities, drainage or adequate
fire or safety protection, lack of or improperly
located open spaces, inadequately or improperly planned
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layouts for various types of buildings, poorly
designed street patterns, lack of access to streets,
a lack of loading and parking facilities, unsuitable
topography, and other physical conditions impeding
proper environmental improvement and economic devel-
opment of such areas.

2. Low income persons are denied access to urban
land within convenient distance from places of work,
because of high land costs or other reasons.

3. Strategically located land is needed for the
development of industrial and commercial facilities
to help relieve problems of unemployment in urban areas.

: 4. Private developers are unable to provide an
adequate supply of urban land at prices which low in-
come persons can afford, partially by reason of the
excessively high costs of, or lack of legal means for,
assembling, acquiring and clearing suitable land in
existing or potential urban areas.

5. Private developers lack the capacity to plan
and coordinate their development efforts so as to yield
an efficient and economic use of scarce urban land re-
sources consistent with community social needs.

6. These conditions impair the sound growth of

urban areas and in consequence arrest the overall de-
velopment of the nation and the state or province.l2

Illustrative Policies

Based on the findings, it will be the policy of government
to:

1. Provide public agencies with adequate access
to land for the provision and proper planning of public
facilities, utilities and amenities.

2. Provide access to families or individuals to
homesites, or to public and private developers to suit-
able land for construction of dwellings for others.

12New York State Urban Development Corporation Act.
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3. Provide effective public institutions for as-
sembling, acquiring, developing infrastructure for,
and distributing urban land in sufficient quantities for
such purposes.

4. Provide adequate means for participation by
urban dwellers, property owners and other members of
affected communities in the preparation of plans by or
for, and the conduct of land development activities
by, the institutions so established.

Illustrative Purposes

The immediate purposes of legislative enactments taken to
implement such policies include:

1. The establishing of an LDA (or LDASs).

2. The designing of its structure and organiza-
tion, and establishing of relationships of the LDA
with other existing or new supporting or supervisory
agencies of government.

3. The vesting in the LDA of administrative, en-

forcement, coordinating, planning, regulatory and fis-
cal powers for achieving its objectives.

Legal Status of the Public Corporation

In most jurisdictions the public corporation is the prefer-
red form of LDA. 1In different countries and contexts they may be
referred to as "authorities" or "semi-autonomous" bodies, or given
similar labels.

For the purpose of discussing enabling legislation it has
been assumed that the LDA would be a public corporation. This
indicates a preference of this IME for the corporate mode, but
not necessarily in every case. There should be no difficulty
in making appropriate adjustments where the functions of the LDA
are assigned to a regular government department, bureau or other
unit.

Place of the Corporation in the Structure of Government

The LDA, even if a public corporation, will be attached to
an existing government, secretary or department which will assume
a supervisory role. Frequently the LDA is tied to the Ministry of
Housing, but a broader mandate can be obtained by linking with a
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Ministry of Local Government. The latter is generally to be pre-
ferred. In some governmental systems the minister or higher
authority is empowered generally to issue directions which the
corporate agency is required to follow. A more specific delin-
eation of ministerial prerogatives may be preferred, depending

on local legislative drafting traditions and the degree of free-
dom the lawmakers may wish to accord the agency.

If no particular government ministry or department is made
responsible for providing policy direction to the LDA, a council
or board of representatives of concerned departments might be
created to perform an advisory function and perhaps, in addition,
review the LDA's major determinations. The council constituted
by the Delhi Development Authority in India to advise on matters
referred to it by the Authority is one variation.

The choice between a single LDA for the entire state or pro-
vince or nation or multiple agencies for subareas or regions will
depend on a number of factors, such as geographical scope, the
number of potential urban growth areas to be serviced, the avail-
ability of professional personnel, budgetary constraints, and the
importance of local government jurisdictions in controlling the
allocation of political power and development resources. Assuming
the choice is not clearly dictated by the given circumstances, in
some legal systems the decision may be deferred through delegation
to the executive branch of government. The enabling legislation
may authorize the government, possibly acting through a designated
minister, to create individual LDAs as they are required and define
their separate jurisdictions.

Composition and Major Organizational Features

The composition of the LDA must necessarily be tailored to
fit the given governmental system and development problems. No
one formula is recommended. The most familiar pattern provides
a governing body consisting of a mix of public representatives
and government officers, including some serving the LDA in an
ex officio capacity and others working full time in its manage-
ment. Political considerations may dictate a fairly large re-
presentative governing body, but one that may be too unwieldy
to make decisions expeditiously. The structure of some public
corporations follows a typical private corporate model, with both
a policy-making board of directors and a smaller executive unit
to which important management decisions are delegated.

13 The Delhi Development Act, 1957 (Act No. 61 of 1957,
Government of India).
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Normally the LDA would be permitted to define and establish
its own administrative divisions, but the enabling legislation
may stipulate the title and responsibilities of division heads.
The Urban Development Authority of Malaysia is organized into six
divisions: Business Promotion and Development, Lands and Proper-
ties, Research, Planning and Implementation, Finance and Accounts,
and Secretariat and Legal Matters. 14 ye have observed that the
internal organization of a suggested Land Development Agency for
South Vietnam includes branches for Executive Management Assistance,
Legal Service, Research and Development, Budget and Fiscal Manage-
ment, Legislative Liaison and Public Relations, Administration,
Personnel and Organization Development, Real Estate, Technical
Services, Construction, Property Management, Financial Assistance,
and Project Management.

Planning Powers

Area-Wide Planning:

The LDA's decisions regarding the nature and locations of its
land development projects cannot be made in isolation. They are
ordinarily part of a hierarchy of decisions which may be reflected
in national economic development plans, provincial components of
such national plans, less often in regional development plans,
and most commonly in master plans for the areas of potential urban
growth in which the LDAs are most apt to function. The simplistic
notion that the timing and location of all public land development
can be determined in advance by a master plan sometimes finds ex-
pression in the planning laws under which an LDA operates. The
laws may decree that the master plan show where new development
is to take place, and then direct the LDA to act in conformity
with the plan. s Other statutes require LDA projects to be com-
patible with an urban land use plan if one exists.l6 pespite
statutory requirements or exhortations, too often master plans
simply do not exist or they leave unresolved some important loca-
tional issues confronting the LDA, or they have been rendered
obsolete by unanticipated events, such as a heavy influx of immi-
grants.

14

Perbadanan Pembangunan Bandar Act, 1971; Laws of Malaysia,
Act 46, 1971.

15‘The Maharashtra Regional and Town Planning Act, 1966 (Act
XXVII of 1966), State of Maharashtra, India, Sec. 59, p. 113.

16'Hawaii Revised Statutes, Ch. 206, Oahu Land Development,
Sec. 205-6, p. 9.
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A more realistic approach would bring the LDA directly into
the process by which plans are made for the area or areas compri-
sing the LDA's jurisdiction. This may be done in a number of ways.
Some suggested methods, in our order of preference, are:

1. The LDA may be given the responsibility and
authority for preparing strategies for public land de-
velopment activities in the larger area embracing its
theater of operations such as a metropolitan setting.
The public land development strategy plan would be a
component of the area-wide plan. This should be coupled
with mandated LDA participation in budgetary or sanc-
tioning procedures for reviewing development projects
of all major public agencies in the area.

2. The LDA may have one or more representatives
on the governing body of the planning agency.

3. The planning agency, plan sanctioning authority
or both may be required to consult with the LDA in the
course of plan preparation or in reviewing development
proposals submitted in implementation or modification
of a plan.

In any developing country an LDA will be competing for scarce
social capital as well as urban land resources. To be effective
the LDA's chief executive should be placed in a position to par-
ticipate meaningfully in the councils of high level government in
which the competition takes place, usually in the process of state
or provincial economic development planning. Ideally this should
be confirmed in the statute creating and granting powers to the
LDA.

Project Site Selection

If the LDA does not perform the more comprehensive function
of devising strategies for public land development in a particular
region, it should at least be directed to make preliminary studies
of potential project areas, and prepare flndlngs justifying the
designation of particular sites for acqulsltlon and development
The enabling law may set out basic criteria to be satisfied in
the selection process and demonstrated in the LDA's findings.

17 C . .
Hawail Revised Statutes, Ch. 206, Oahu Land Development,
Sec. 206, p. 5.
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Advance public notification of the declaration of a project
area is standard practice. 18 The declaration may serve a variety
of purposes, including the confirming of the LDA's jurisdiction
over the area; giving notice to property owners that their land
may be subject to acquisition by the LDA; pegging the value of
project land for compensation purposes, if permitted under emin-
ent domain law; and, where deemed desirable, giving the public
an opportunity to speak for or against the project. For the latter
purpose the enabling statute should include in the designation
procedures an opportunity to interested citizens to be heard or
to make representations to the LDA in writing.l9

It is suggested that the declaration requirement not be so
worded as to preclude the LDA from buying up land on the open
market for potential project use, either to take advantage of
opportunities to pick up available parcels at fair prices, or to
avoid the speculative effects of an advance public announcement.

Consultation with local_authorities prior to project site
de.;ignation may be required 20 ynless this is normally done
as part of the preliminary planning process. Alternatively, de-
pending on the strength of local government in the area, the
statute may require formal advance submission of a project pro-
posal for consideration by local authorities. In the case of New
York State's Urban Development Corporation, if the submission
draws a negative response from a municipality, a two-thirds vote
of the Corpoiftion's directors is necessary before the project can
go forward.

Project Planning; Nature and Stages

Depending on the operation of eminent domain laws and admin-
istrative or local procedural traditions, there may be two or more
stages of project planning. Initially the LDA may be able to
identify the approximate boundaries of a site for a given project,

and sketch out its general contours. Project site planning to
that extent will ordinarily take place before the issuance of the

iglbid.,Sec205-6; and Laws of Malaysia, Act. 46, 1971, Sec. 17.
Hawaii Revised Statutes, Ch..206, Sec. 205-6.

2L .
lﬁuerto Rico Land Law of 1941; Laws of Malaysia, Act. 46, 1971;
The Maharashtra Regional and Town Planning Act, 1966.

2
]New York State Urban Development Corporation Act, Sec. 16.
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declaration officially setting the site aside for the intended
use.

The second stage will entail greater specification of land
uses, with particular emphasis on marking out the precise boundar-
ies of private parcels to be acquired through eminent domain.
Whether the LDA or another public agency or private developers
complete the final stages of site planning will turn on the nature
of the project. The final plan may be embodied in the first or
second stage if it calls for the laying out of the entire area as
a sites and services project. If the land is to be distributed
in large chunks for private development, the precise planning for
each development might be done by the developer, by the LDA, or
by both. It would be a mistake to write into the enabling law
a fixed schedule of planning steps. Their number, timing and
nature will vary from project to project.

Planning and Control of Private Land Use

The LDA should be vested with adequate planning and land use
control powers to promote and protect its own development projects.
A grant of control power might take the form of a supersession of
zoning or town planning authority residing elsewhere, with respect
to each project area, upon the date of its declaration. 1In Malay-
sia the urban development authority is made the "planning author-
ity" in any declared urban development area and is to operate as
such under the laws applying generally to planning authorities.?22
If the transfer of power is not feasible, accomodation with exist-
ing authority might be achieved in ways similar to those suggested
above for LDA collaboration in area planning and site selection.

In addition to regulating building and other activities on
project lands ultimately put into private hands, primarily through
conditions embodied in lease or deed documents, the LDA should be
endowed with the following powers:

Interim control powers. These may be important to prevent
private development or land speculation in a declared site area,
pending the completion of the acquisition, assembly and planning
processes; or, in the case of private lands not transferred to the
LDA, pending the completion of detailed land use plans and the im-
position of permanent controls. A popular legislative device is
a blanket freeze of development from the moment the site is de-
signated for the project, unless the LDA or some other administra-
tive body or officer grants development permission.23 This method

22Laws of Malaysia, Act. 46, 1971, Sec. 18.

23Lagos Town Planning Ordinance, 1928 (Ordinance no. 45 of 1928)
(Nigeria) Sec. 18.
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has not always proved effective. Lacking a reasonable duration,
the interim freeze may be vulnerable on constitutional grounds as
an unfair deprivation of the owner's right to a reasonable return
on his property. In the absence of workable criteria for granting
development permission, the decisions granting exceptions may ap-
pear arbitrary, hence tend to discredit the administration of the
system.

Land reserve power., The LDA should be empowered to reserve
both public and private lands for projected streets, recreation
uses and other community purposes. Mechanisms for protecting the
rights of private property owners, under which compensation is
payable or permission for limited development may be granted, are
to be found in the laws of many countries relating to the fixing
of road alignments or projection of new streets. These can be
readily adapted for the purposes of the LDA.

Area control. The LDA should be empowered to prevent the in-
appropriate use or misuse of lands outside the project area which
may be detrimental to the living environment within the project
boundaries.

Acquisition and Assembly of Land

Acquisition

A broad delegation of land acquisition powers is essential.
The LDA will be authorized to acquire land from private owners
by gift, voluntary purchase, exchange or eminent domain. Usually
specific authorization is provided for the assumption of land held
by other public agencies. The LDA should be empowered to acquire
less than absolute title, to enable it to obtain easements, devel-
opment rights or leasehold interests.

Special provisions may be necessary to establish procedures
by which the LDA can apply for a release of state land for its
purposes, or obtain a transfer from other public agencies of land
already earmarked for their purposes. In Pakistan and Indian laws
it is either assumed or stated explicitly that the LDA is to pay
fair value for all land so acquired, save those parts turned back
to the donor, such as a municipality, for use by the public (e.g.,
for streets or parks). Interagency disputes over compensation are
usually resolved in much the same manner compensation is fixed for
the taking of private land. A fixed rule of payment for public
land may be necessary where the LDA itself can mandate the trans-
fer. But where the process involves negotiation between the donor
agency and the LDA, or where the decision is made by a higher
authority, a more flexible pricing policy should be permitted.

For instance, if the land is vested in a municipal government all
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of whose citizens are the primary beneficiaries of the proposed
project, it may be appropriate for the municipality to subsidize
the land costs through a transfer of the site without compensation.
Ideally in any case the benefited and burdened groups need to be
identified clearly before the fixing of the price (if any) for the
transfer to the LDA.

The procedures and formulas for compensating private owners
for expropriated lands will usually be found in general expropia-
tion laws. The law creating the LDA should, however, incorporate
special compensation rules to avoid the payment of inflationary
prices; or provide devices to facilitate quick possession of pro-
perty by eliminating certain procedural steps in the expropriation
process.

Most LDA projects will bring new residents to an area, there-
by provide markets for new or expanded commercial enterprises
nearby, and result in the enhancement of the value of land on the
periphery of the project. Opportunities for capturing part of
the profits for the LDA will be noted later. One device can be
incorporated in the compensation formula, and should be provided
specially in the enabling law if not dealt with in the general
expropriation statutes -- the right of the government to offset
against the compensation payable for one parcel of land the amount
by which another parcel of the same owner, not expropriated, will
increase in value as a result of the project.

The law should explicitly authorize the LDA to acquire land
for future urban expansion, long before identifiable portions are
subject to project development. This power should include expro-
priation, if the applicable constitutional requirement of "public
purpose"” can be given a broad construction.

Land Adjustment

Where land development is hampered by fragmented, irregular
or poorly situated holdings, an adjustment of plot dimensions may
provide an adequate solution. The process is variously called re-
parcelling; land replotting24; reconstitution, or adjustment of
plots 25; land readjustment 26, or redistribution of holdings.

4
Measures for Land Replotting, Republic of China, Executive
Yuan, promulgated October 31, 1946.

. 25The Maharashtra Regional and Town Planning Act, 1966, Sec. 65;
City Planning Act, Republic of Korea, Law Number 983, January 29,
1962, Art. 26; Israel Planning and Building Law, 5725-1965, Sec. 70.

261,and Readjustment Project Law, Republic of Korea, Law No. 1822,
August 3, 1966. ‘
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The LDA should be empowered to draw up its own scheme by which
existing plots are realigned; private land is required to be
dedicated for streets and other purposes; owners who lose land in
the process are compensated; assessments are made against those
who gain through an increase in area or by potential enhancement
of value resulting from public improvements; and government is
required to make up any net loss.?7 Sometimes these or similar
measureg can be effected through voluntary agreements of property
owners28, or through cooperative associations, compulsorily organ-
ized upon the consent of owners of a specified proportion of the
area involved. Or the law may provide a combination of devices
allowing government intervention where voluntary efforts fail.2é

We question the assignment to the LDA of the function of
administering a land adjustment law throughout the state or nation.
The LDA should be given the option of using this tool solely in
connection with its own land development projects where, by doing
so, it can obviate the hardships and expense of expropriation.

Relocation

The relocation of persons displaced by LDA projects should be
the responsibility of the LDA, if the function is not performed
generally by another agency. In any case the LDA would share in
that responsibility. In addition, it should be empowered to take
positive steps to provide accommodations for relocated persons,
whether through the provision of its own temporary quarters, the
leasing of private building space, or otherwise.

Modern legislation providing for the clearance of developed
land generally compels the clearing agency to demonstrate that
displaced residents will be given adequate substitute accommoda-
tions (e.g., in "decent, safe and sanitary dwellings, which are
or will be provided in the project area or in any other areas not
generally less desirable in regard to public utilities and public
and commercial facilities, at rents or prices within the financial
means of such families or indivigsals, and reasonably accessible
to their places of employment").

27The Maharashtra Regional and Town Planning Act, 1966.

28xorea City Planning Act, Art. 26.
29korea Land Readjustment Project Law, Art. 7.

30New York State Urban Development Corporation Act, Sec. 10 (e);
and see the Urban Development Corporation proposed for Tanzania in
a report by PADCO, Inc., December 22, 1969 to the Ford Foundation,
pP. 70; The New Towns Act 1965, Halsbury's Statutes of England, 3rd
Edition, Vol. 26, pp. 375-443, 1965, Ch. 59, Sec. 22; and Israel
Rehabilitation Zones (Reconstruction and Evacuation) Law, 5725-1965,
Sec. 39.
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Site Improvements

The LDA should be equipped with a full range of powers for
improving raw land for every type of project within its competence.
The would include, among other things:

1. The making of surveys and appraisals.

2. Clearance of built up land, with the incidental
power to summarily remove squatters and other trespassers
(to be employed with discretion, only where alternative
sites are provided for squatters, as suggested below).

3. Grading and otherwise preparing land for de-
velopment.

4, Subdivision of land into plots.

5. Laying out, construction and paving of roads
and streets, public squares and footpathe.

6. Installation of distribution lines and other
facilities for water supply, sewerage, drainage systems,
street lighting and other utilities or services, includ-
ing core utility units and water taps for sites and
services projects.

7. The construction of schools, shopping centers,
markets, clinics, civic centers and other community
facilities.

8. The construction of industrial facilities where
essential to attract manufacturing enterprises to a new
community for which land is being developed by the LDA,
or where the powers of the LDA extend to the develop-
ment of industrial estates (though ordinarily, in any
case, the tendency would be to leave the building of
factories to the entrepreneurs themselves).

9. The provision of parks, recreational facilities,
gardens and open spaces.

10. The provision of parking facilities, truck,
train and bus terminals, and traffic control facilities.

11. The provision of dumping or incineration facil-
ities for solid waste disposal.

Housing construction is not included in this list, because

our recommended conception of a LDA rules out extensive involve-
ment with functions other than the supply of developable land for
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urban purposes. The fiscal and operational burdens of building

and providing shelter should be the preoccupation of other agencies.
However, the grant of power to the LDA to finance, build and oper-
ate housing blocks or units may be desirable if no other agencies
are available to perform this function.

In the performance of many community services there is a
division of roles, either in terms of function or time. For ex-
ample, one agency with area-wide scope may produce and supply
water on a bulk or wholesaling basis. Another agency, such as a
local government, may purchase the bulk supply and distribute it
to a particular group of consumers. Or an agency entrusted with
both functions with respect to a particular land development area,
as in the case of the Karachi Development Authority, may transfer
the retailing function to a municipality at a later date, after
the area has been occupied by consumers. Similarly, land develop-
ment agencies are commonly given control over municipal land for
street development, and upon completion of the streets, both title
to the land and street maintenance functions are revested in the
municipality. Intergovernmental problems result which cannot be
resolved by statutory prescription. In discussing the problems
of LDA relationships with local governments generally, we suggest
that the enabling law give full scope to the LDA to work these
relationships out by negotiation and agreement. At the same time,
lest service gaps result from the absence of viable municipal
government in a project area or from the failure of the consensual
approach, the legislation should clearly repose the ultimate re-
sponsibility and power for particular functions in the agency
best able to cope with them. For example, if an urban expansion
project of the LDA falls outside the jurisdiction of an existing
municipality, a mandatory transfer of water supply and other simi-
lar urban functions to a rural unit of government or to a newly
formed municipality lacking administrative capacity would lead to
Aifficulties. ©Under such circumstances the LDA should be accorded
authority to assume requisite municipal powers, including the
authority to levy water charges and do everything else necessary
to manage the system until such time as an orderly transition can
be made.

The Distribution of Land

The Nature of the Interests Alienated;
Methods of Distribution

The legislation may expressly incorporate a policy regarding
the nature of the interests to be converted to private ownership
(e.g., the provisions governing the disposition of lands of Oahu
by the Board of Land and Natural Resources of Hawaii declares the
policy of the Board "to encourage insofar as possible the wide-
spread fee simple ownership of residential lots of modest size
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and price" 3%. In many countries tradition and policy favor the
granting of leases of limited duration, occasionally reflected

in a statutory requirement that an outright sale or lease for over
a given number of years is subject to the approval of the state or
central government. 32 Where the permitted term is substantial,
say 40 years or more, the statute may allow the leasing agency to
adjust rents every 10 or 20 years or so to adjust for inflation.

There is a tendency for lease approvals to be granted routine-
ly in some places. As a result the approval process ceases to
serve a useful function and instead merely creates delays which
impede the progress of LDA project development particularly where
there is a large volume of transactions. Where this is likely to
occur, the statute should authorize the sanctioning authority to
dispense with the requirements and to delegate it to an LDA office
at the site.

Whatever the policy dictated for a majority of its trans-
actions, the LDA should be given wide discretion to select the
particular form of occupancy best suited for each type of project,
or for each class of conveyance within a project area. The op-
tions might include grants of conventional fee title, condominium
interests, the exchange of land, hire-purchase agreements, leases
with or without options to purchase, easements, licenses or other
rights or interests in land recognized in the country's legal
system. In general it is best to utilize straight lease agree-
ments tied to the expected useful life of the construction to be
placed on the site.

Similarly the LDA should be given a free hand in choosing the
method for disposition of land, including sales or leases by nego-
tiation, auction, lottery, or through giving priority to preferred
classes of purchasers such as original owners of the project land
or persons displaced by slum clearance projects.

Where the subdivision of the land and its ultimate develop-
ment and disposition are to be the responsibility of a private
contractor, sealed tenders may be required. The bid invitation
would require the submission of proposed contract terms, including
plans, specifications, time schedules suggested by the bidder, and
other terms stipulated by the statute (e.g., a formula for prices
on sales of lots, and other conditions of resale) 33 If the for-
malities of the public auction method do not afford sufficient
latitude for selecting a responsible developer with innovative
ideas, or if the method is incompatible with the need to have a
private developer take a major part in the initial planning, the

Hawaii Revised Statutes, Ch. 206, Sec. 206-9.

32The Maharashtra Regional and Town Planning Act, 1966, Sec.
118; The New Towns Act 1965 (England); The Housing and Development
Ordinance, 1959 (Ordinance No. 11 of 1959) (Republic of Singapore)
Sec. 24.

33Hawaii Revised Statutes, Ch. 206, Sec. 206-9.
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statute may authorize the agency to choose the developer through
direct negotiation. If that option be open, it is usually hedged
about with safeguards against official abuse, such as requirements
that the terms of the proposed agreement be published in advance,
followed by a public hearing34 or that the developer agrees to
match the rental or price any other party may offer under the same
conditions beyond a minimum figure fixed by the agency 35 or that
another applicant who wishes to compete with the tentatively se-
lected contractor on the basis of fixed criteria and demonstrates
that he meets the criteria may prevail if he submits a higher
offer through a sealed bid.

Auction procedures and other safeguards may be dispensed with
if the LDA wishes to deal with another public or semi-public.de-
velopment agency such as a municipal housing authority. The ex-
ceptions should be expressed in the statute. 37

Restrictions and Conditions

Qualifications of distributees. The grant of powers to the
LDA should confirm its discretion to limit classes of ultimate
users of project land, in appropriate cases, to self-occupation
or to families in certain income brackets or both. The enabling
law itself is not a suitable place for making such policy choices.
However, some statutes do contain restrictions on the sales or
leases of residential plots to persons owning dwellings elsewhere
in order to promote the LDA's objective of providing urbkan space
for those @ost in need and keep the land out of the hands of spec-
ulators. S

Use restrictions. The LDA should be assigned broad power to
insert in its lease or sale documents conditions or covenants re-
gulating the laying out, improvement or use of land. This is gen-
erally a preferred method of ensuring development in conformity
with the LDA's and community's long-range plans, and guards against
deterioration into slum conditions. 1In most jurisdictions general
land use controls will also cover the project area or may be en-
acted thereafter. To avoid subsequent legal entanglements the

34

35 New York State Urban Renewal Agency Act, General Municipal
Law, Art. 15-A; McKinney's Consolidated Laws, Book 23, Sec. 556.

36 Hawaii Revised Statutes, Ch. 171, Sec. 160-71.

New York State Urban Development Corporation Act, Sec. 6(c).

37 New York State Urban Development Corporation Act, Sec. 6

38 Hawaii Revised Statutes, Ch. 206, Sec. 206-9; Ch. 171, Sec.

148-171.

-49-



enabling statute should clearly define the relationship between
the deed or lease restrictions and the general regulations. At
the very least it should acknowledge government's right to impose
more restrictive controls at any time through general subsidiary
legislation observing proper procedural standards and respecting
the vested interests of incumbent property holders.

Many LDAs stipulate that the allottee of a residential site
construct a dwelling within a given period of time, say two years,
to assure full utilization of urban land.3? We noted earlier that
with just that objective in mind the Karachi Development Authority,
after giving affected property owners notice and an opportunity to
be heard, is empowered to declare specified lands as "use areas";
if after two years the Authority is of the opinion that any land
in the declared area is "unreasonably unutilized or inadequately
utilized" the Authority levies an annual assessment of 3% of the
value of the land until such time as an improvement is completed
to its satisfaction.40 However, if the increase in land value 1is
substantially above the assessment rate as has been the case in
Karachi, this type of provision will not have the desired effect.

Restrictions on transfers. Limitations on negotiability of
lots intended for occupancy by the purchasers are common, again
to discourage speculation and the diversion of real market value
from the public treasury to private hands. Often a flat prohi-
bition is declared subject to special permission given by the LDA
or- some other governmental authority. In some cases LDAs grant
transfer permission indiscriminately, countenance successive turn-
overs of allotted plots, each at a higher price, and purport to
find justification in the charging of transfer fees. Although
this gives the public a small share of the profits of speculators,
the ultimate land costs may be driven to the point where lower
income allottees are influenced to substitute cash for shelter,
and the ultimate occupants are forced to pay inflated land costs.
Another undesirable by-product of free transferability is the
tendency of allottees to divide and resell their holdings leading
to a distortion of intended density or space standards.

An alternative technique for avoiding the problem is a sta-
tutory prohibition against the resale or sublease of the origin-
ally allocated space within a specified period of time, say five
years, unless the owner has given the LDA a first option to buy
it back at a price not exceeding the original land cost plus the
replacement value of the improvements, the price to be determined

q%-l.awali Revised Statutes, Ch. 206, Sec. 206-10.
4 . .
%arachl Development Authority, 1957, Art. 111.
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by appraisars (one of them independently chosen). Resales of lots
and improvements so reacquired by the LDA may be made at a price
not exceeding the cost E? the LDA plus a reasonable amount for
overhead and expenses.

Where the LDA is serving as wholesaler, turning over the
whole or large segments of the project to private developers or
institutions which in turn subdivide or build for the ultimate
occupants, the LDA will lay down appropriate conditions for re-
transfers. These would include, among other things, the incor-
poration of use restrictions in leases and possible limitations
on rentals and on the profit margin of the "retailer".42

Remedies for breaches of terms or conditions. The inability
of administrators to manage land development projects is often
laid to deficiencies in the delegation to the LDA of power to cope
with defaulters. Ordinary remedies available to private creditors,
such as a lawsuit for breach of contract or recovery of possession,
may be ineffective. The enabling law should give the LDA strong
powers to correct defaults or remove the defaulters from the pro-
jects. Existing legislation reveals the following illustrative
powers:

1. A grant of authority to the LDA, to other
government officials, or to other affected residents
in the project area to enjoin land use violations.4

2. Forfeiture of title to or other interest in
a lot and revesting in the LDA if specified types of
violations are not remedied voluntarily after due
notice, based upon findings by a court or other tri-
bunal in a proceeding instituted by the LDA, and pro-
viding for resale and payment to the defaulter of the
net proceed after making deductions for expenses and
protecting certain security holders.

3. The forfeiture of leases, after notice of de-
fault and subject to the rights of certain security
holders, giving the LDA the right to immediate posses-
sion without the necessity for further demand or legal
process.

lHawaii Revised Statutes, Ch. 206, Sec. 206-8.

421pid., sec. 206-8.
43 1pid., Sec. 206-11.
44 1pi4.

45

Hawaii Revised Statutes, Ch. 171, Sec. 139-71, 171-80.
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4. Summary eviction (avoiding the procedural
delays of an ordinary lawsuit) of persons in default
of payments, followed by cancellation of the leases
and giving the LDA the right of immediate repossession.

5. Making any sums due from purchasers or lessees
a first charge on the plot i%bject to payment of tax
arrears or other revenues.

6. Permitting overdue amounts to be recovered as
if they were arrears in taxes, thereby making available
special collection machinery available to government
and not to private landlords. 47

The best solution in a given situation is that which requires the
minimum time and least administrative procedure.

Regularization and Unauthorized Holdings

Squatters pose critical problems of land tenure in the large
urban areas of most developing countries. The traditional response
of government has been resort to the law of trespass and the re-
moval of the offenders to relatively remote resettlement areas.

In many parts of the world contemporary policy calls for the legal-
ization of the existing holdings of squatters on public lands suit-
able for permanent residential use and not reserved for important
public purposes.

The jurisdicion of a typical LDA is bound to include such
areas. Other agencies may be placed in charge of the process for
political or administrative reasons. If so, the LDA should never-
theless be assigned an important role in the making of decisions
regarding the sites to be regqgularized and in planning for the im-
provement of layouts and environmental conditions in the chosen
locations. On the other hand, if areas selected by the LDA for
its own development projects are incidentally occupied by squatters,
primary responsibility for determining whether the illegal occu-
pants should be given priority over others in the distribution of
residential plots should be that of the LDA.

Project Improvements and Services

Wherever possible ongoing service functions should not be a
major concern of the LDA. 1Its attention will be directed mainly
to the development of land for new or expanded urban settlements.
Other public agencies would be expected to assume responsibilities.

46The Maharashtra Regional and Town Planning Act, 1966, Sec. 109.
471pid.
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for guiding social and economic development of, and providing ser-
vices for, the communities eventually accommodated by the LDA's
projects. Yet there may be occasion for the LDA to initiate ser-
vices or perform them in transitional periods, where permanent
local governments or other public agencies are not yet function-
ing or are not performing adequately. The enabling legislation
should provide for this contingency. Its grant of powers to the
LDA might thus include:

l. The sale of water to resident consumers, or
provision of bulk water supply to other public dis-
tributors.

2. The provision of sewerage and solid waste
disposal services under similar conditions.

3. The provision of fire fighting services and
other municipal and utility services.

4. The maintenance of streets, parks, recreational
areas and open spaces.

5. The maintenance and operation of facilities for
clinics, schools, civic centers, and shipping centers
{not including program operations).

6. The provision of building materials, self-help
training centers and other support programs for the con-
struction and maintenance of homes in sites and services
projects.

7. Assistance in establishing housing cooperatives
or associations to perform building functions in resi-
dential projects and in the creation of credit insti-
tutions for housing.

Project Management

The LDA should be armed with a variety of regulatory weapons
in addition to land use controls. Some may be transitional in
nature, pending the assumption of responsibility by local govern-
ments or other public agencies. They might include:

1. Regulation of the siting of potentially offensive
or hazardous trades and industries and places of public
assembly.

2. Building controls, housing codes, and the control
of outdoor advertising.

3. The fixing of building and street lines.
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4. Protection against encroachments on streets,
highways and other public places.

5. Basic sanitary regulations.

6. Regulation of the use of streets, parks, com-
munity centers and other properties remaining under
the control of the LDA or of lessees for whom the LDA
has assumed maintenance responsibilities.

7. The protection of shade trees.

8. Fire prevention regulations.

9. Environmental quality controls, including
the protection of watercourses, air pollution con-

trols, and regulation of solid waste disposal.

10. The prevention of public nuisances in gen-
eral.

Management and maintenance functions, as distinct from purely
regulatory ones, need not be elaborated in the enabling legisla-
tion. The authorization would ordinarily be inferred from grants
of powers to provide the services and making the improvements noted
above.

Finance

Government Grants and Loans

The LDA should be self-sustaining, but will require initial
government support in the form of first-instance loans or grants,
or the creation of a revolving fund. Provisions for a revolving
fund might specify the sources of the fund, the means for replen-
ishing it, and permissible distributions. One country has placed

a charge on the LDA's immoveable property to secure government
advances.

Borrowing in the Private Market

In a number of developing countries, political subdivisions
and special authorities are denied the right to directly tap pri-
vate lenders. The issuance of bonds or other securities lies ex-
clusively in the state or central government and borrowing by
other agencies must be from or through that government. The

48Singapore Housing and Development Ordinance, 1959, Sec. 28.
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strength and in large measure the justification for public author-
ities in some of the western nations are their capacity to sell
long-term bonds or debentures on the open market, usually tax ex-
empt interest, and often backed by government guarantees. If
there is a market for such securities in a developing country,
they would probably provide an optimum source of LDA capital, be-
cause the period of recoupment of project costs is usually a long
one and the uncertainties of reliance on annual government hand-
outs may put the projects in jeopardy in the interim.

If the issuance of LDA bonds is permitted, the detai}s of
the statutory delegation might touch on the following subjects,
among others:

1. The nature and terms of the bonds, relating
to interest rates, maturity, installment payments, re-
newals, denominations, forms of execution, place of
payment, redemption options and limits on total author-
ization.

2. The manner of sale (e.g., by public auction).
3. Refunding.

4. Disposition of the proceeds, including the
making of investments from idle cash.

5. Whether payment 1is backed solely by project
revenues or, in addition, by the full faith and credit
of the LDA.

6. Government guarantees of payment.

7. The authority of governments and public agen-
cies to hold the LDA's securities.

8. The sources and manner of use of reserve funds
set aside for repayment of the bonds.

9. Rights of the state or central government, such
as the right to require redemption. 49

Rents and Other Revenues

The authority of the LDA to exact rents and other charges or
revenues for services, leases or sales would ordinarily be covered
in provisions relating to those functions. However, the finance
sections might well contain a general grant of authority to make
user or other appropriate charges for these purposes.

To meet the costs of particular improvements, the LDA might
be authorized to levy special assessments or charges, such as:

49New York State Urban Development Corporation Act.
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Betterment levies against owners of property situ-~
ated both within and on the periphery of project sites,
for enhancement of the value of such property resulting
from improvements made by the LDA (usually based on a

percentage of enhanced market value, to be fixed by
LDA subject to certain limits). 30

the

Special assessments against property owners bene-

fitted by projected improvements (e.g., water mains,

streets) for contributions toward all or part of the
costs of the improvements, allocated in accordance with
some appropriate formula for measuring benefits to in-

dividual lot owners (e.g., on a frontage basis)

Establishment of improvement districts, most likely

through the use of existing governmental machinery,

as

a method of administering the foregoing types of assess-

ments in part or parts of a project area.

Assistance in the creation of voluntary associa-

tions to take some responsibility for providing,and

meeting the costs of such_common facilities as play

51

areas and parking spaces.

Mandated Municipal Tax Levies

For "the purpose of raising revenue for town planning pur-
poses" the Lagos Executive Development Board "may by order require
the town council and the town council . . . is . . . empowered to

impose, levy and collect a . . . town planning rate"52,

Municipal

funds equal to one half percent per quarter on the annual rateable
valuation of property in Calcutta are paid by the Municipal Cor-
poration to the Calcutta Improvement Trust, and the Trust also
shares in certain duties on the transfer o§3real property, and in

certain customs, duties and terminal taxes.

50

The Maharashtra Regional and Town Planning Act, 1966, Sec.

98-99; Lagos Town Planning Ordinance, Sec. 41; Israel Rehabilita-

tion 7ones (Reconstruction and Evacuation) Law, Sec. 45.
51

52
53

Law on Institutional Establishments, Sweden.

Lagos Town Planning Ordinance, Sec. 60-64.
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Exemption from Expropriation;
Excess Expropriation

Some LDAs are authorized to acquire land not needed for pro-
ject sites but liable to increase in value as a result of project
improvements, as a method for recapturing the increment for the
LDA's purposes. In one variation the land may be notified for
acquisition, but in fact is not acquired if the owner app%&es for
an exemption from the taking and pay an "exemption fee". 54 Alter
natively, the land is expropriated and after being planned<§%
developed is disposed of by public or private sale or lease.

Investment or Use of Surplus Funds

Enabling laws should specify the use to which surpluses may
or must be put if they do accumulate. 56 The authority of the LDA
to invest surplus or temporarily idle funds in limited classes
of securities, usually those approved for investment of public or
triust funds generally, should be supported by legislative expres-
sion.

Miscellaneous Fiscal Provisions

These might cover such subjects as:
1. The power to make loans in connection with
the discharge of its various functions.

2. The preparation of annual budgets and pro-
cedures for their approval.>8

3. Maintenance and audit of LDA accounts.59

4. The making and submission of annual finan-
cial statements. 60

5. Regulation of the deposit of LDA funds. 61

54 karachi Development Authority Order, 1957, Sec. 102.

55
Ibid., Sec. 103.

56The New Towns Act 1965 (England), Sec. 45.
7 .
Laws of Malaysia, Act 46, 1971, Sec. 30.

5 . .
8Ibid., Sec. 23; The Maharashtra Regional and Town Plgnnlng
Act, 1966, Sec. 131; Singapore Housing and Development Ordinance,

1959, Sec. 52.
59

Singapore Housing and Development Ordinance, 1959, Sec. 5l1.
The Maharashtra Regional and Town Planning Act, 1966, Sec.
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Relationships with Local Governments

Contractual Relationships

In its dealings with municipal, state or central government
agencies performing localized functions, the LDA's position lies
somewhere between that of a semi-autonomous public authority and
a private land developer. Some statutory delegations authorize
the LDA to override or preempt local government decisions in some
matters, as for instance in site selection. In other respects the
LDA has no higher status than a private property owner vis-a-vis
the general government in the project area -- say in its confor-
mity with general health reqgulations. It is impossible to deter-
mine in advance, by statute, the precise status of the LDA in each
of its multifarious intergovernmental relationships. These rela-
tionships must be defined as they evolve, and the enabling law
should explicitly authorize the use of formal contracts for the
purpose.

The power should be open-ended to permit solution of a limit-
less variety of potential intergovernmental conflicts. It should
be framed in sufficiently broad terms to allow either the LDA or
the local government to relinquish or delegate part of its func-
tions to the other on a negotiated basis, where a sharing of re-
sponsibilities may be preferred to exclusivity. Some illustra-
tive subjects of the contracting power may be enunciated by law,
or perhaps by rules or regulations issued by higher authority.
They might include:

1. Dedications of land to the LDA and their
subsequent resumption by the local govern-
ment.

2. The provision of municipal services for the
benefit of LDA project occupants. 62

3. The maintenance of parks or other public
facilities within or adjacent to the project
area where they are to be shared by resi-
dents of the larger community.

4. The installation, closing, paving and
maintenance of roads and streets. 63

5. The joint exercise of planning and land
use control powers.

62rbid., Sec. 120.

6%he New Towns Act 1965 (England), Sec. 41; Lagos Town Planning
Ordinance, Sec. 59.
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The agreemen
publicatign6
quired. 6

Zs may have to be exposed through prior newspaper
, and sanctioning by higher authority may be re-

Required Consultations

Another device for coordinating the decisions of LDAs and
political subdivisions is the requirement that one consult with
the other in certain situations of mutual concern. 1In Malaysia
"no tax, rent, rates, or other charges with respect to any pro-
perty in any" project area may be altered without the Urban De-
velopment Authority "having first been consulted," and the Author-
ity may "submit any recommendation or proposal to the appropriate
public authority" in connection with any such taxes, rents, rates
or other charges.66

Local Advisory Committees

New York State's Urban Development Corporation is required to
"establish one or more community advisory committees to consider
and advise the corporation upon matters submitted to them by the

corporag%on concerning the development of any area or any project
"

Joint Participation in
Subsidiary Corporations

The laws governing LDAs frequently authorize them to create
subsidiary corporations under general corporation laws. The pur-
poses are varied. A major use of the device is to establish semi-
independent entities for ongoing management of projects, and where

appropriate to share some of the responsibilities for advanced
project planning and development.68 Generally the LDA will in-
sist on major representation in the governing body of the subsid-
iary corporation so long as the LDA has important functions to
perform in respect to the project. The governing body would also
include representatives of the concerned local governments, so as
to provide a forum for reconciling the LDA's interests with those
of the other public agencies.

64The Maharashtra Regional and Town Planning Act, 1966, Sec.
123.

651bid., Sec. 121.
661,aws of Malaysia, Act 46, 1971, Sec. 18(2).
67New York State Urban Development Corporation Act, Sec. 12.

68puerto Rico Land Law of 1941, Sec. 17; Laws of Malaysia,
Act 46, 1971, Sec. 3, 33, and 4th Schedule.
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Miscellaneous Provisions

No exhaustive or definitive listing of enabling provisions
is possible. Some of the subjects commonly treated in legisla-
tion for LDAs, in addition to those mentioned above, are:

1. The power to adopt rules or by-laws governing
internal operations of the LDA.

2. A general power to promulgate regulations gov-
erning the conduct of others in relation to the affairs
and interests of the LDA.

3. The delegation of limited LDA functions to other
agencies.

4. The right to make inquiries or investigations
and engage in research.

5. The making of LDA contracts such as those for
the construction of public works, in some cases requir-
ing competitive bidding.

6. The appointment, qualifications, terms, com-
pensation and allowances, pension rights, and disciplin-
ing of officers.

7. Filling of vacancies in offices.

8. Indemnity of officers from liability for cor-
porate acts.

9., Restrictions on dual office holding and prohi-
bitions against specified outside transactions or acti-
vities of officers.

10. The recruiting and appointment of staff and
consultants, and various other staff personnel matters,
including a clear statement regarding the application,
if any, of laws and rules governing public personnel
generally.

11. The lending of funds or property to other pub-
lic agencies.

12. Various aspects of legal proceedings involving
the LDA, such as the sanctioning of prosecutions by the
LDA and designation of the courts in which the prosecu-
tions may be instituted, penalties for violations, civil
suits against the LDA, and the scope of and forum for
judicial review of its decisions.

13. The manner of service of notices by the LDA.

14. The exposure of the LDA's plans and documents
to public inspection.
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15. The supersession of the LDA by the state, province
or central government under given conditions of inaction
or dereliction.

16. The dissolution of the LDA after it has served

its purposes, and provisions regarding the transfer of its
assets and liabilities to other public agencies.
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